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I.  CHAPTER  I 

A.  MAJOR  RESEARCH  QUESTION  AND  FINDING 

The  Trans-Pacific  Partnership  (TPP)  is  a  mega-regional  free  trade  agreement 
(FT A)  that  comprises  four  Southeast  Asian  countries  (Brunei,  Singapore,  Malaysia,  and 
Vietnam)  and  seven  other  Asia-Pacific  countries  (Australia,  Canada,  Chile,  Japan, 
Mexico,  New  Zealand,  and  Peru).  In  the  absence  of  an  institutional  mechanism  to 
negotiate  FTAs  among  the  Asia  Pacific  Economic  Cooperation  (APEC)  countries,  two 
Southeast  Asian  countries — Singapore  and  Brunei — and  New  Zealand  and  Chile  in  2006 
initiated  the  Trans-Pacific  Strategic  Economic  Partnership  (TPSEP),  which  evolved  into 
what  became  known  as  the  TPP  after  the  United  States  and  other  Asia-Pacific  countries 
joined  this  “high  quality”  agreement.1 

U.S.  involvement  in  negotiations  and  the  conclusion  of  the  agreement  was  a  major 
initiative  of  the  Obama  Administration,  but,  in  a  highly  publicized  move,  the  Trump 
Administration  withdrew  from  the  deal  in  January  2017.  By  contrast,  not  much  literature 
on  Southeast  Asian  views  towards  the  TPP  exists,  even  though  four  TPP  members  are 
from  Southeast  Asia  and  two  of  them  are  founders  of  the  partnership.  There  is  also  a  lack 
of  literature  examining  why  the  rest  of  Southeast  Asia  chose  not  to  join  the  TPP.  In  an 
effort  to  address  this  gap  in  the  research,  this  thesis  seeks  to  explain  the  variation  among 
Southeast  Asian  countries’  reactions  to  the  TPP,  and  analyze  the  factors  underlying  these 
countries’  advocacy  for  or  rejection  of  the  TPP. 

The  research  question  underpinning  this  thesis  is:  Why  did  some  Southeast  Asian 
countries  join  the  TPP,  while  others  did  not?  Two  hypotheses  emerged:  Different  levels 
of  support  for  protectionism  in  Southeast  Asian  countries  influence  their  decision  to 
participate,  or  not  participate,  in  the  TPP;  Different  levels  of  support  for  a  stronger  U.S. 
role  in  the  Asia-Pacific  affect  Southeast  Asian  countries’  decision  in  taking  part  in  the 
TPP.  The  evidence  from  the  six  country  cases  show  that  on  balance,  the  first  hypothesis 

1  Vinod  K.  Aggarwal,  “Introduction:  The  Rise  of  Mega- FTAs  in  the  Asia-Pacific,”  Asian  Survey  56, 
no.  6  (November/December  2016):  1008. 

Jeffrey  D.  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and 
RCEP?”  Journal  of  Contemporary  Asia  45,  no.  2  (2015):  348. 
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has  slightly  greater  explanatory  power  than  the  second  hypothesis.  While  evidence  from 
Singapore,  Vietnam,  Indonesia  and  Thailand  strongly  support  both  hypotheses,  evidence 
from  the  Philippines  case  only  partially  supports  them.  For  Malaysia,  the  evidence 
weakly  supports  the  second  hypothesis  and  does  not  support  the  first  one. 

B.  SIGNIFICANCE  OF  THE  RESEARCH  QUESTION 

The  principal  finding  of  this  research  provides  an  explanation  for  the  variation  in 
Southeast  Asian  countries’  positions  on  the  TPP.  The  current  literature  generally  covers 
the  potential  impact  of  the  TPP  on  participants  and  non-members,  and  does  so  mainly  in 
the  broader  context  of  the  U.S. -China  strategic  competition  in  the  Asia-Pacific  region. 
Yet,  scholars  have  focused  less  on  the  motivations  behind  members’  decisions  to  join  the 
TPP.  Furthermore,  while  literature  on  Asian  views  towards  the  TPP  exists,  not  much  of  it 
focuses  on  the  Southeast  Asian  perspective.  This  thesis  then  serves  to  supplement  the 
limited  literature  by  examining  Southeast  Asia’s  reactions  towards  the  TPP. 

By  clarifying  the  range  of  economic  interests  that  shaped  policy  on  TPP  in  each 
Southeast  Asian  country,  this  thesis  can  help  us  understand  the  kinds  of  international 
economic  arrangements  these  countries  favor,  and  how  strongly  they  support  those 
arrangements.  Given  the  recent  U.S.  withdrawal  from  the  TPP,  it  is  critical  to  examine 
the  driving  forces  behind  the  different  reactions  towards  the  TPP  in  order  to  help  us 
understand  the  steps  that  Southeast  Asian  countries  are  now  likely  to  take.  This  thesis 
also  attempts  to  shed  light  on  how  these  countries  are  likely  to  respond  to  other  proposals 
for  economic  liberalization. 

C.  EITERATURE  REVIEW 

This  literature  review  provides  a  quick  overview  of  the  TPP  and  the  challenges  in 
negotiations  leading  to  its  establishment,  a  summary  of  the  reasons  why  some  countries 
joined  the  TPP  while  others  did  not,  and  then  the  review  specifically  examines  the 
reasons  why  not  all  countries  in  Southeast  Asia  participated  in  the  TPP,  which  leads  to 
my  two  hypotheses. 
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1.  Background  on  the  TPP 

With  a  stalemate  in  the  World  Trade  Organization  (WTO)  Doha  round 
negotiations  and  with  the  lack  of  an  institutional  mechanism  to  negotiate  FT  As  among 
the  APEC  countries,  the  P4  countries — Singapore,  Brunei,  New  Zealand  and  Chile — set 
up  a  “high  quality”  TPSEP  in  2006.  The  TPP  was  formally  established  after  the  United 
States,  under  the  Bush  administration,  signaled  interest  in  joining  the  TPSEP  in 
September  2008,  and  after  the  Obama  administration  announced  its  participation  in  the 
TPP.2  The  TPP  is  generally  seen  as  a  high-standard  WTO  Plus-type  of  FTA  that  covers  a 
comprehensive  and  extensive  range  of  issues,  such  as  trade  liberalization  in  goods,  trade 
liberalization  in  services,  government  procurement,  environmental  standards/protection, 
financial  services,  intellectual  property  rights,  investment  protections,  labor,  technical 
barriers  to  trade.3  The  United  States  has  encouraged  APEC  countries  to  join  TPP 
negotiations  and  is  open  to  accession  by  non- APEC  members.4 

The  TPP  was  established  to  achieve  three  objectives.  First,  the  TPP  aims  to  attain 
the  status  of  a  gold-standard  21st  century  agreement  that  promotes  and  liberalizes  trade 
and  investment  according  to  WTO  rules.5  It  will  also  include:  disciplines  for  21st  century 
trade  issues,  especially  in  investment,  intellectual  property,  government  procurement,  and 
trade  facilitation;  set  WTO-Plus  standards;  and  promote  an  open  and  rules-based 
economic  system.6  Second,  the  TPP  aims  to  multilateralize  regionalism  and  overcome  the 

2  Shintaro  Hamanaka,  “TPP  versus  RCEP:  Control  of  Membership  and  Agenda  Setting,”  Journal  of 
East  Asian  Economic  Integration  18,  no.  2  (June  2014):  169-170. 

3  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?” 

348; 

Sanchita  Basu  Das,  “RCEP  and  TPP:  Comparisons  and  Concerns,”  Institute  of  Southeast  Asian  Studies 
(2013):  364. 

4  Das,  “RCEP  and  TPP:  Comparisons  and  Concerns,”  364. 

5  Peter  Chalk,  “The  Eagle  Has  Landed:  The  US  Rebalance  to  Southeast  Asia,”  Australian  Strategy 
Policy  Institute  (June  2016):  11; 

Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

348; 

Das,  “RCEP  and  TPP:  Comparisons  and  Concerns,”  364. 

6  Ann  Capling  and  John  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific 
Partnership  Agreement?”  Pacific  Review  24,  no.  5  (December  2011):  560; 

Chalk,  “The  Eagle  hHs  Landed:  The  US  Rebalance  to  Southeast  Asia,”  11. 
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‘noodle  bowl’  problem,  which  is  the  state  of  numerous  overlapping  bilateral  FT As  in  the 
region,  so  as  to  work  toward  deeper  and  broader  integration  in  a  way  that  is  in  line  with 
APEC  and  WTO  objectives.7  Third,  there  was  a  political  objective  to  keep  the  United 
States  engaged  in  Asia,  given  that  the  TPP  was  the  Obama  administration’s  key  tool  of 
the  U.S.  engagement  in  the  region  and  was  part  of  the  U.S.  broad  strategy  to  contain 
China’s  influence.8 

The  ambitious  TPP  comes  with  its  own  set  of  challenges.  Especially  in  the 
agricultural  sector  and  in  the  area  of  intellectual  property,  domestic  protectionist  forces  in 
some  TPP  member  countries  have  stalled  negotiations.9  Another  challenge  is  that  the 
exclusion  of  China,  the  world’s  second-largest  economy,  from  the  TPP  hinders  the  FT  A 
from  truly  multilateralizing  regionalism,  as  many  countries  that  are  part  of  the  TPP  have 
bilateral  FT  As  with  China,  such  as  the  Southeast  Asian  TPP  members,  as  part  of 
Association  of  Southeast  Asian  Nations  (ASEAN)  with  China. 10 

2.  Reasons  Why  Some  Countries  Joined  the  TPP 

In  the  existing  literature  on  the  TPP,  some  general  motivations  behind  countries’ 
decisions  to  join  this  mega-FTA  are  identified.  First,  Ann  Capling  and  John  Ravenhill 
assert  that  some  TPP  members  such  as  Malaysia,  New  Zealand,  and  Vietnam  joined  the 
TPP  as  they  are  likely  to  reap  economic  benefits  in  terms  of  improved  access  to  the  U.S. 
market.11  Other  TPP  member  countries  such  as  Australia  and  Singapore  do  not  stand  to 
gain  as  much  in  terms  of  better  access  to  the  U.S.  market  because  they  have  existing 
bilateral  FTAs  with  the  United  States.  Second,  Jeffrey  D.  Wilson  observes  that  these 

7  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  562. 

8  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  559. 

9  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  569; 

Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?” 

349. 

111  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?” 

349. 

1 1  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  570. 
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richer  countries,  together  with  Japan,  joined  the  TPP  as  they  have  more  capacity  and 
more  potential  to  benefit  from  the  WTO  Plus  type  of  liberalization  relative  to  the 
developing  countries  in  Southeast  Asia.12  This  can  be  attributed  to  their  relatively  more 
liberalized  economies,  and  lower  costs  incurred  for  these  nations  to  abide  by  the  high- 
standard  provisions  negotiated  in  the  TPP.  Singapore  in  particular  has  been  a  strong  TPP 
supporter  because  of  its  economic  commitment  to  eliminating  tariffs  and  liberalizing 
trade  in  goods  and  services.13 

Third,  analysts  observe  that  some  countries  with  lower  levels  of  domestic 
protectionist  pressure  joined  the  TPP.14  They  observe  that  these  countries  are  generally 
developed  rather  than  developing  ones.  Capling  and  Ravenhill  point  out  that  protectionist 
forces  in  Australia,  Chile,  New  Zealand,  and  Singapore  do  not  have  much  political  clout 
or  influence  over  trade  policies.15  Ravenhill  explains  that  Japan  joined  the  TPP  because 
the  Japanese  government  is  generally  in  favor  of  high-quality  comprehensive  FT As,  save 
for  stalled  negotiations  in  provisions  on  the  agricultural  sector  due  to  the  domestic 
political  strength  and  influence  of  the  Ministry  of  Agriculture,  Forestry  and  Fisheries.16 
Capling  and  Ravenhill  note  that  although  the  United  States  succeeded  in  joining  the  TPP 
negotiations  in  2008,  the  government  faced  domestic  protectionist  pressure  from  trade 
unionists  and  civil  society  groups  on  issues  such  as  labor  rights  and  environmental 


12  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?” 

351. 

13  Robert  G.  Sutter,  Michael  E.  Brown,  and  Timothy  J.A.  Adamson  with  Mike  M.  Mochizuki  and 
Deepa  Ollapally,  “Balancing  Acts:  The  U.S.  Rebalance  and  Asia-Pacific  Stability,”  Elliot  School  of 
International  Affairs,  The  George  Washington  University  (August  2013),  24; 

John  Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  Asian  Survey  56,  no.  6 
(November/December  2016):  1086; 

Barry  Desker,  “The  Eagle  and  the  Panda:  An  Owl’s  View  from  Southeast  Asia,”  Asia  Policy  15 
(January  2013), :27. 

14Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  569; 

Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1084. 

15  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  569. 

16  Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1084. 
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protection. 17  It  was  perceived  higher  levels  of  domestic  protectionist  pressure  placed  on 
the  Trump  administration  to  protect  American  workers  and  jobs  led  to  the  United  States 
withdrawing  from  the  TPP. 

Fourth,  some  countries  joined  the  TPP  because  they  have  a  greater  geopolitical 
alliance  with  the  United  States  to  soft-balance  China.  Wilson  highlights  that  the  Obama 
administration  explicitly  linked  the  TPP  as  a  key  economic  element  of  the  U.S.  pivot 
aimed  at  bolstering  its  geopolitical  leadership  in  Asia;  therefore,  countries  were  in  part 
indicating  their  geopolitical  allegiance  to  the  United  States  by  choosing  to  join  the  TPP.18 
Seeungjoo  Lee  concurs  with  Wilson  that  East  Asian  countries  soft-balance  by  actively 
attempting  to  join  regional  institutions  to  engage  in  inter-institutional  balancing,  which  he 
defines  as  “a  state’s  behavior  to  seek  to  create  separate  or  overlapping  institutions  to 
balance  against  a  target  state.”19  Lee  raises  Japan  as  an  example  of  a  country  that 
engaged  in  inter-institutional  balancing  when  Japan  decided  to  join  the  TPP,  as  this  action 
was  perceived  as  an  attempt  to  contain  China  by  enhancing  bilateral  relations  with  the 
United  States  and  other  East  Asian  countries.20 

3.  Reasons  why  some  countries  did  not  join  the  TPP 

Broad  driving  forces  behind  countries’  decisions  not  to  participate  in  the  TPP  are 
extracted  from  the  current  literature.  First,  Capling  and  Ravenhill  observe  that  countries 
have  not  joined  the  TPP  because  protectionist  forces  have  more  capacity  and  influence  to 
forestall  a  trade  agreement  altogether  or  are  able  to  persuade  the  government  to  exclude 
their  industries  from  provisions  in  FTAs.21  Ravenhill  also  observes  that  developing 
countries  in  Southeast  Asia  tend  to  prefer  a  more  flexible  and  non-intrusive  agreement, 


17  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  570. 

18  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

352. 

19  Seungjoo  Lee,  “Institutional  Balancing  and  the  Politics  of  Mega-FTAs  in  East  Asia,”  Asian  Survey 
56,  no.  6  (November/December  2016):  1062-1063. 

20  Lee,  “Institutional  Balancing  and  the  Politics  of  Mega-FTAs  in  East  Asia,”  1063. 

21  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  569. 
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such  as  the  Regional  Comprehensive  Economic  Partnership22  (RCEP),  because  of  the 
ongoing  political  strength  of  domestic  protectionist  interests  in  these  countries.23 

Second,  analysts  observe  that  some  countries,  especially  developing  countries, 
have  not  joined  the  TPP  as  they  are  not  ready  for  the  high  standards  of  provisions 
required  in  the  TPP.24  Ravenhill  explains  that  these  governments,  at  their  current  stages 
of  economic  development,  feel  that  complete  tariff  liberalization  or  implementation  of 
terms  that  go  beyond  the  WTO  commitments  in  the  TPP,  such  as  in  the  area  of 
intellectual  property,  are  not  in  the  interests  of  their  economies.25  Wilson  adds  that 
developing  countries  are  unwilling  to  join  the  TPP  due  to  the  high  economic  reform  costs 
they  are  expected  to  incur  to  achieve  WTO  Plus  type  of  liberalization,  and  are  more 
amenable  to  FT  As,  such  as  the  RCEP,  which  do  not  require  policy  concessions  on  several 
sensitive  issues  such  as  investment,  intellectual  property,  and  agriculture.26 

4.  Reasons  Southeast  Asian  Countries’  Positions  on  the  TPP  Vary 

From  the  limited  literature  on  Southeast  Asian  countries’  views  toward  the  TPP,  I 
have  identified  two  main  reasons  for  the  variation  in  Southeast  Asian  countries’  reactions 
to  the  TPP.  They  are  different  levels  of  protectionism  in  Southeast  Asian  countries,  and 
different  Southeast  Asian  countries’  views  of  the  role  of  the  United  States  in  the  Asia- 
Pacific  region. 

5.  Different  levels  of  protectionism 

Capling  and  Ravenhill  observe  that  developed  countries  in  Southeast  Asia  with 


22  The  RCEP  is  another  mega-regional  FTA  that  comprises  the  ASEAN+6  countries  and  is  led  by 
ASEAN.  It  is  viewed  as  an  FTA  with  lower  standards  and  greater  flexibility  that  caters  to  member 
countries’  differing  levels  of  development. 

23  Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1099. 

24  Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1099; 

Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

351. 

25  Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1099. 

26  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

351. 
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lower  levels  of  protectionist  pressure  joined  the  TPP.27  They  cite  Singapore  as  an 
example  of  a  country  whose  protectionist  interest  groups  do  not  wield  much  influence 
over  government  trade  policies.28  Related  to  lower  levels  of  protectionist  pressure  are 
countries’  relatively  lower  levels  of  economic  development,  which  would  imply  that  they 
might  be  not  as  ready  to  participate  in  comprehensive  high-standard  FTAs.  29  Wilson 
states  that  wealthier  nations  such  as  Singapore  joined  the  TPP  as  it  could  afford  to  meet 
the  gold-standard  provisions  of  the  TPP,  given  that  it  is  one  of  the  most  liberalized 
countries  in  the  world.30 

Ravenhill  contrasts  this  with  developing  countries  in  Southeast  Asia  that  did  not 
join  the  TPP  because  of  the  ongoing  political  strength  of  domestic  protectionist  forces 
able  to  successfully  lobby  to  exclude  sensitive  sectors  from  such  agreements.31  Steve 
Herman  cites  Thailand’s  farming  industry  as  an  example  of  farmers’  reluctance  to  expose 
their  domestic  farming  industry  to  foreign  competition,  thus  hindering  the  government 
from  signing  on  to  the  TPP.32  He  states  that  Prime  Minister  Prayuth  had  in  June  2016  not 
given  any  firm  timeline  for  signing  on  to  the  TPP,  and  that  farmers  had  threatened  to  hold 
protests  if  Thailand  went  ahead  with  TPP  negotiations.  33 

Wilson  and  Ravenhill  also  observe  that  developing  countries  in  Southeast  Asia 
did  not  join  the  TPP  as  their  relatively  higher  levels  of  protectionism  mean  that  they  are 
not  prepared  to  abide  by  the  high  standards  of  provisions  in  the  TPP  and  negotiate  in 


27  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  569. 

28  Ibid. 

29  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

351; 

Ravenhill  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1086; 

Peter  A.  Petri  and  Michael  G.  Plummer,  “ASEAN  Centrality  and  the  ASEAN-US  Economic 
Relationship,”  Policy  Studies  69,  (2013):  8. 

30  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

351. 

31  Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1099. 

32  Steve  Herman,  “Thailand  Tipping  Toward  TPP,”  Voice  of  America,  June  1,  2016, 
http://www.voanews.eom/a/thailand-tipping-towards-tpp/3356750.html. 

33  Ibid. 
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sensitive  sectors.34  Peter  A.  Petri  and  Michael  G.  Plummer  highlight  that  the  TPP  “will 
be  too  intrusive  for  (Southeast  Asian)  countries  in  the  early  stages  of  development.” 
Ravenhill  concurs  that  these  countries  will  not  economically  benefit  at  their  current 
stages  of  development,  and  Wilson  adds  that  this  is  due  to  the  high  economic  reform 
costs  that  they  are  expected  to  take  on  to  attain  such  high  trade  standards  in  the  TPP.35 
Analysts  note  that  Vietnam  is  an  exception  to  the  aforementioned  general  observation.36 
Although  Vietnam  is  a  country  with  relatively  lower  levels  of  economic  development, 
Jeffrey  J.  Schott,  Barbara  Kotschwar,  and  Julia  Muir  explain  that  the  TPP  provides 
Vietnam  with  the  incentive  to  embark  on  significant  domestic  economic  reforms  that 
should  bring  opportunities  for  trade  and  investment  in  its  growing  economy.37  Tri  Thanh 
Vo  concurs  that  international  economic  integration  is  important  toward  the  successful 
implementation  of  domestic  economic  reforms  in  Vietnam.38 

a.  Different  views  of  the  U.S.  role  in  the  Asia-Pacific  region 

Analysts  point  out  that  another  motivation  for  Southeast  Asian  countries  to  join 
the  TPP  is  linked  to  their  differing  views  of  the  role  of  the  United  States  in  the  region.39 
Wilson  highlights  that  the  Obama  administration  viewed  the  TPP  both  as  a  key  economic 


34  Herman,  “Thailand  Tipping  Toward  TPP”. 

Ravenhill  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1086;  Petri  and  Plummer,  “ASEAN 
Centrality  and  the  ASEAN-US  Economic  Relationship,”  8. 

35  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

351; 

Ravenhill  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1086. 

36  Jeffrey  J.  Schott,  Barbara  Kotschwar,  and  Julia  Muir,  Understanding  the  Trans-Pacific  Partnership, 
(  Washington,  DC:  Peterson  Institute  for  International  Economics,  2013),  6; 

Tri  Thanh  Vo,  “Vietnam’s  Perspectives  on  Regional  Economic  Integration,”  Journal  of  Southeast 
Asian  Economies  32,  no.  1  (2015):  107. 

37  Schott  et  al.  Understanding  the  Trans-Pacific  Partnership,  6. 

38  Vo,  “Vietnam’s  Perspectives  on  Regional  Economic  Integration,”  107. 

39  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

352; 

Lee,  “Institutional  Balancing  and  the  Politics  of  Mega-FTAs  in  East  Asia,”  1062-1063; 

Sutter  et  al.,  “Balancing  Acts:  The  US  Rebalance  and  Asia-Pacific  Stability,”  23; 

Desker,  “The  Eagle  and  the  Panda:  An  Owl's  View  from  Southeast  Asia,”  26-27. 
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element  of  the  U.S.  rebalance  to  the  Asia-Pacific,  as  well  as  to  re-assert  its  geopolitical 
leadership  in  the  region.40  Therefore  he  asserts  that  countries  who  joined  the  TPP  signal 
their  geopolitical  allegiance  to  the  United  States.41  Lee’s  description  of  countries 
engaged  in  inter-institutional  balancing  can  be  observed  in  Singapore’s  view  of  the  U.S. 
role  in  Asia.42  Singapore’s  advocacy  for  the  TPP,  and  for  the  U.S.  to  be  the  leading 
participant  in  this  FT  A,  arises  from  Singapore’s  desire  to  link  the  United  States  more 
tightly  to  the  region,  through  its  economic  might,  as  well  as  its  military  presence.43 

D.  POTENTIAL  EXPLANATIONS  AND  HYPOTHESES 

The  brief  literature  review  points  to  two  potential  hypotheses  for  why  some 
Southeast  Asian  countries  chose  to  join  the  TPP  while  others  did  not,  given  similar 
regional  context.  The  first  hypothesis  is  that  different  levels  of  support  for  protectionism 
in  Southeast  Asian  countries  play  a  significant  role  in  their  decision  to  join,  or  not  join, 
the  TPP.  In  this  hypothesis,  countries  with  lower  levels  of  support  for  protectionism  are 
more  likely  to  join  the  TPP,  while  others  with  higher  levels  of  support  for  protectionism 
tend  not  to  join  the  TPP.  Two  indicators  that  I  will  look  at  are:  political  strength  of 
domestic  protectionist  interest  groups;  and  the  degree  of  political  will  of  government  to 
lower  protectionism. 

Countries  with  higher  levels  of  protectionist  pressure,  such  as  Thailand,  Indonesia, 
and  the  Philippines,  did  not  join  the  TPP  as  their  domestic  sector  preferences  and  their 
corresponding  political  influence  could  have  played  a  role  in  their  resistance  to  the  TPP, 
or  in  their  overall  trade  policies.44  The  TPP  is  deemed  unsuitable  for  Southeast  Asian 
countries  at  lower  levels  of  development  as  it  will  come  at  too  high  a  cost  for  them  to 
embark  on  fundamental  economic  reforms  in  order  to  meet  the  TPP’s  high  standards. 

40  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

352. 

41  Ibid. 

42  Lee,  “Institutional  Balancing  and  the  Politics  of  Mega-FTAs  in  East  Asia,”  1062-1063. 

43  Desker,  “The  Eagle  and  the  Panda:  An  Owl’s  View  from  Southeast  Asia,”  26-27. 

44  Ronald  Rogowski,  “Commerce  and  Coalitions:  How  Trade  Affects  Domestic  Political  Alignments,” 
in  International  Political  Economy:  Perspectives  on  Global  Power  and  Wealth  (Princeton,  NJ:  Princeton 
University  Press,  2000),  318. 
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This  is  in  contrast  to  Singapore,  a  TPP  member  with  low  levels  of  domestic  protectionist 
pressure.  Given  that  Singapore  is  at  an  advanced  level  of  economic  development,  it 
stands  to  gain  more  from  the  TPP  than  other  Southeast  Asian  countries  might,  as  it  is 
ready  and  prepared  to  meet  the  high  standards  of  the  TPP. 

The  second  hypothesis  is  that  differing  views  of  the  U.S.  role  in  the  Asia-Pacific 
region  contribute  to  why  some  Southeast  Asian  countries  join  the  TPP,  while  others  did 
not.  For  this  hypothesis,  countries  that  desire  the  United  States  to  play  a  bigger  role  in  the 
Asia-Pacific  are  more  likely  to  participate  in  the  TPP,  while  others  that  do  not  share  the 
same  view  are  less  likely  to  join  the  trade  pact.  Two  indicators  that  I  will  look  at  are:  the 
view  of  the  U.S.  security  role  in  the  region;  and  the  view  of  the  U.S.  economic  role  in  the 
region. 

Given  that  the  TPP  was  seen  as  the  main  instrument  of  the  Obama 
administration’s  pivot  to  the  Asia-Pacific,  some  Southeast  Asian  countries  could  have 
joined  the  TPP  as  a  way  to  demonstrate  their  desire  for  the  United  States  to  be  more 
involved  in  the  region,  both  economically  and  possibly  in  the  maritime  domain. 
Vietnam’s  participation  in  the  TPP  might  partially  be  attributed  to  wanting  the  United 
States  to  soft-balance  China’s  assertiveness  in  the  South  China  Sea. 

E.  RESEARCH  DESIGN 

This  thesis  takes  a  political  economy  approach  to  analyze  the  driving  forces 
behind  Southeast  Asian  countries’  varied  reactions  to  the  TPP.  Using  a  comparative  case 
study  approach,  it  will  examine  why  some  countries  in  Southeast  Asia  (specifically 
Singapore,  Vietnam,  and  Malaysia)  participated  in  the  TPP,  while  others  (specifically 
Indonesia,  Thailand,  and  the  Philippines)  did  not.  For  research  sources,  the  thesis  relies 
on  major  studies  on  the  TPP  and  more  generally  on  mega-regional  FT As,  as  well  as  on 
official  government  statements  from  the  selected  Southeast  Asian  countries.  The  goal  of 
the  research  is  to  determine  a  relative  weighting  of  the  different  motivations  suggested 
previously  in  influencing  countries’  positions  on  the  TPP. 
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F.  THESIS  OVERVIEW 

The  first  chapter  introduces  the  research  question  at  hand  and  its  significance  to 
scholarship,  and  provides  a  snapshot  of  the  current  literature  related  to  Southeast  Asia’s 
reactions  to  the  TPP.  The  second  chapter  examines  the  reasons  behind  some  Southeast 
Asian  countries’  participation  in  the  TPP,  and  is  followed  by  the  third  chapter,  which 
covers  the  reasons  why  other  Southeast  Asian  countries  did  not  join  the  TPP.  The  last 
chapter  concludes  this  thesis  and  explores  the  likelihood  of  changes  to  Southeast  Asian 
countries’  positions  on  the  TPP  since  the  United  States  withdrew  from  the  TPP. 
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II.  SOUTHEAST  ASIAN  COUNTRIES  THAT  JOINED  THE  TPP 


A.  INTRODUCTION 

This  chapter  explores  why  some,  but  not  all,  Southeast  Asian  countries  joined  the 
TPP.  It  examines  the  reasons  behind  Singapore,  Vietnam,  and  Malaysia’s  motivations 
behind  participating  in  the  TPP.  Singapore  is  considered  one  of  the  founders  of  the 
current  TPP,  having  set  up  the  TPSEP  with  Brunei,  Chile,  and  New  Zealand  in  2006, 
before  the  TPP  was  officially  established  after  the  United  States  formally  joined  the  trade 
pact  negotiations  in  November  2009. 45  Vietnam  expressed  interest  in  joining  the  TPP 
soon  after  the  United  States  announced  its  intention  to  join  the  TPSEP  in  September 
2008,  joined  as  an  associate  member  in  March  2010,  and  officially  became  a  full  TPP 
negotiating  member  in  November  2010.  As  for  Malaysia,  it  joined  the  TPP  as  a  full 
negotiating  partner  in  October  2010  after  its  bilateral  FTA  deal  with  the  United  States  fell 
through  in  2009.  These  countries  joined  the  TPP  despite  their  varying  levels  of  economic 
dependence  on  trade,  as  shown  in  Table  1. 

Table  1 .  Trade-to-GDP  ratios  of  Southeast  Asian  countries  that  joined  the  TPP. 

Adapted  from  The  World  Bank  at 
http://data.worldbank.org/indicator/NE.TRD.GNFS.ZS. 


Southeast  Asian  country  that  joined 
the  TPP 

Trade  to  Gross  Domestic 
Product  (GDP)  ratio  (2016) 

Singapore 

318% 

Vietnam 

185% 

Malaysia 

128% 

There  are  two  broad  factors  that  might  contribute  to  a  Southeast  Asian  country’s 
decision  to  join  the  TPP.  First,  countries  with  lower  support  for  protectionism  are  more 
likely  to  join  the  TPP.  The  first  indicator  of  such  countries  is  that  domestic  protectionist 


4^  “FACT  SHEET:  The  United  States  in  the  Trans-Pacific  Partnership,”  The  White  House,  November 
12,  2011,  https://obamawhitehouse.archives.gov/the-press-office/201 1/1 1/12/fact-sheet-united-states-trans- 
pacific-partnership. 
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interest  groups  generally  tend  to  have  less  political  strength  in  influencing  or  lobbying 
their  governments  against  joining  the  TPP.  The  other  indicator  is  that  the  government  or 
the  leader  of  the  country  likely  possesses  greater  political  will  in  using  TPP  participation 
to  implement  or  accelerate  domestic  economic  reforms  to  reduce  protectionism  in  those 
countries. 

Second,  countries  that  desire  the  United  States  to  play  a  bigger  role  in  the  Asia- 
Pacific  are  more  likely  to  take  part  in  the  TPP  negotiations.  The  first  indicator  of  such 
countries  is  that  they  want  the  United  States,  amid  China’s  increasing  assertiveness  in  the 
South  China  Sea,  to  act  as  a  security  guarantor  of  peace  and  stability  and  be  more  closely 
connected  to  the  region  through  its  leadership  and  participation  in  the  TPP.  The  second 
indicator  is  that  they  want  the  United  States  to  counter  China’s  rising  economic  influence 
through  leading  this  mega-regional  trade  agreement  and  writing  the  21st  century  high- 
standard  trade  rules. 

For  each  country  analysis,  the  thesis  examines  each  nation’s  general  stance 
toward  trade  and  FT As,  their  position  on  the  TPP,  and  the  reasons  behind  their  decision 
to  join  the  TPP  based  on  the  two  hypotheses:  Countries  with  lower  levels  of  support  for 
protectionism  are  more  likely  to  join  the  TPP;  and  countries  that  desire  the  United  States 
to  play  a  larger  role  in  the  Asia-Pacific  are  more  likely  to  join  the  TPP.  This  chapter 
shows  that  the  second  hypothesis  is  more  strongly  supported  by  the  evidence  from  all 
three  countries,  while  only  the  evidence  from  Singapore  and  Vietnam  support  the  first 
hypothesis. 

B.  SINGAPORE 

This  section  on  Singapore  covers  that  country’s  general  stance  toward  trade  and 
FT  As  and  its  favorable  view  of  the  TPP,  and  shows  that  the  evidence  from  the  Singapore 
case  supports  both  hypotheses  for  why  it  joined  the  TPP. 

1.  Singapore’s  Stance  on  Trade  and  FTAs 

As  a  small  and  very  open  trading  nation  with  one  of  the  lowest  simple  average 
trade  tariffs  of  0.2%,  Singapore  has  been  known  to  widely  embrace  the  rules  of  free  trade 
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and  promote  trade  liberalization.46  It  is  also  an  active  WTO  member,  a  strong  supporter 
of  the  multilateral  trading  system,  and  firmly  believes  that  open  markets  are  crucial  in 
facilitating  global  trade.47  As  a  significantly  high  proportion  of  Singapore’s  trade  (80% 
of  Singapore’s  imports  and  74%  of  its  exports)  are  based  on  trade  with  preferential 
trading  partners,  and  with  an  extremely  high  trade  to  GDP  ratio  of  318%,  it  is  little 
wonder  that  Singapore  emphasizes  achieving  its  trade  policy  objectives  of  greater  market 
access  and  eliminating  both  tariffs  and  non-tariff  barriers  that  are  not  in  line  with  WTO 
standards.48  In  addition  to  the  WTO,  Singapore  also  aggressively  pursues  numerous 
bilateral  and  regional  trade  agreements  to  help  its  domestic  companies  continuously  gain 
access  to  many  overseas  markets.49 

As  one  of  the  strongest  advocates  of  free  trade,  Singapore  currently  has  20 
implemented  FT As  with  31  trading  partners.  It  has  bilateral  FT As  with  the  United  States, 
China,  Australia,  New  Zealand,  Japan,  Korea,  India,  Panama,  Peru,  Costa  Rica,  and 
Jordan.50  Singapore  is  also  part  of  Regional  Trade  Agreements  (RTA)  with  the  European 
Free  Trade  Association  (EFT A),  Gulf  of  Cooperation  Council,  and  in  the  TPSEP.51  As 
part  of  ASEAN,  it  is  a  member  of  the  ASEAN  FTA  (AFT A),  and  has  RTAs  with  China, 
Japan,  Korea,  India,  and  Australia  and  New  Zealand.52  Singapore  has  completed 


46  “Singapore  Trade  at  a  Glance:  Most  Recent  Values,”  World  Integrated  Trade  Solution,  last  accessed 
July  1,  2017,  http://wits.worldbank.org/countrysnapshot/en/SGP. 

47  “Trade  Policy  Review:  Report  by  Singapore,”  World  Trade  Organization,  June  7,  2016, 
https://www.wto.org/english/tratop_e/tpr_e/g343_e.pdf. 

48  “Trade  (%  of  GDP),”  The  World  Bank,  last  accessed  July  1,  2017, 
http://data.worldbank.org/indicator/NE.TRD.GNFS.ZS; 

“Trade  Policy  Review:  Report  by  the  Secretariat,  Singapore,”  World  Trade  Organization,  November  9, 
2016,  https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009- 

DP.aspx?language=E&CatalogueIdList=232542, 229 167, 94584,59727, 84635, 92049, 45060,241 37,45367& 

CurrentCatalogueIdIndex=0&FullTextHash=&HasEnglishReeord=True&HasFrenchRecord=True&HasSpa 

nishRecord=True. 

49  “Trade  Policy  Review:  Report  by  Singapore,”  World  Trade  Organization,  June  7,  2016, 
https://www.wto.org/english/tratop_e/tpr_e/g343_e.pdf. 

50  “Singapore  Free  Trade  Agreements,”  International  Enterprise  Singapore,  April  22,  2017, 
https://www.iesingapore.gov.sg/Trade-From-Singapore/International-Agreements/free-trade- 
agreements/S  ingapore-FTA. 

51  Ibid. 

52  Ibid. 
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negotiations  for  FTAs  such  as  the  TPP,  European  Union-Singapore  FTA,  and  Turkey- 
Singapore  FTA.53  It  is  currently  undergoing  negotiations  for  RCEP  and  bilateral  FTAs 
with  Canada,  Mexico,  Pakistan,  and  Ukraine.54 

2.  Singapore’s  Stance  on  the  TPP 

Singapore’s  advocacy  for  free  trade  and  the  stalled  negotiations  of  the  WTO  Doha 
round  provided  the  impetus  for  Singapore,  together  with  the  other  P4  countries — Brunei, 
New  Zealand,  and  Chile — to  establish  TPSEP  in  May  2006.  55  Their  goal  was  to  start  out 
with  a  high  quality  comprehensive  multilateral  trade  agreement  among  the  APEC 
countries.  In  this  sense,  Singapore  is  considered  one  of  the  founders  of  the  TPP,  which 
evolved  from  TPSEP  after  the  inclusion  of  the  United  States  and  other  Asia-Pacific 
countries.56  Despite  being  a  small  country,  Singapore  has  managed  to  wield  significant 
influence  in  attracting  the  world’s  largest  economy,  the  United  States,  in  joining  TPSEP, 
transforming  it  into  the  TPP,  and  in  turn  writing  the  trade  rules  of  the  21st  century.57 

Singapore  is  a  key  proponent  of  the  TPP  and  has  encouraged  other  APEC 
countries  to  join  this  trade  pact  when  the  United  States  was  part  of  it,  as  Singapore 
believes  that  the  TPP  has  the  potential  to  eventually  become  the  core  of  the  largest  FTA 
in  the  Asia-Pacific  region.58  As  Singapore  has  a  small  and  open  economy  that  depends 
heavily  on  trade,  it  is  in  Singapore’s  national  interest  to  pour  in  increased  resources  to  see 


53  Ibid. 

54  “Singapore  Free  Trade  Agreements,”  International  Enterprise  Singapore,  April  22,  2017, 
https://www.iesingapore.gov.sg/Trade-From-Singapore/International-Agreements/free-trade- 
agreements/Singapore-FTA. 

55  Aggarwal,  “Introduction:  The  Rise  of  Mega-FTAs  in  the  Asia-Pacific,”  1008; 

Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

348. 

56  Ibid. 

57  Evan  Rogerson,  “New  Nationalism  in  Trade:  Regional  Responses,”  .S'.  Rajaratnam  School  of 
International  Studies  Commentary  no.  103  (May  25,  2017). 

58  S.  Iswaran,  “Keynote  Speech  by  2nd  Minister  for  Trade  &  Industry,  S.  Iswaran,  at  the  CSIS  Singapore 
Conference,”  Singapore  Ministry  of  Foreign  Affairs,  February  8,  2012, 

https://www.mfa.gov.sg/content/mfa/overseasmission/washington/newsroonVpress_statements/2012/20120 
2/press_20 120208_03  .html. 
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the  TPP  through  to  completion  and  implementation,  as  this  trading  bloc  signifies  the 
survival  and  flourishing  of  free  trade  in  this  region.59 

3.  First  Hypothesis  for  Why  Singapore  Joined  the  TPP:  Countries  with 
Lower  Support  for  Protectionism  Are  More  Likely  to  Join  the  TPP 

With  close  to  zero  trade  tariffs,  Singapore  is  known  as  one  of  the  countries  with 
the  lowest  levels  of  protectionism  as  seen  by  the  openness  of  its  economy.  The  Singapore 
government  and  the  business  community  have  always  been  in  favor  of  free  trade,  given 
its  small  domestic  market  and  the  need  to  rely  on  foreign  markets.60  Although  Singapore 
has  existing  FT  As  with  all  other  TPP  members  except  Canada  and  Mexico,  the 
government  has  a  strong  desire  to  help  indigenous  businesses  gain  access  to  newer 
markets  and  facilitate  the  flow  of  trade  and  investment  through  reduced  “behind-the- 
border”  barriers.61  As  one  of  the  founders  of  the  TPP,  Singapore  easily  joined  the  trade 
pact  as  support  for  protectionism  from  the  government  is  virtually  non-existent,  and 
domestic  interest  groups  lack  the  political  strength  to  oppose  the  trade  deal.62 


a.  Degree  of  Political  Strength  of  Domestic  Protectionist  Interest  Groups 

Apart  from  a  few  individuals  on  social  media  expressing  concern  about  the  impact 
of  the  TPP  on  access  to  affordable  life-saving  medicine  and  questioning  what  the  TPP 
negotiations  encompassed  before  the  details  were  released  when  negotiations  were 


59  Aaron  Low,  “Failure  of  TPP  Will  Be  Blow  to  Free  Trade  and  Singapore,”  Straits  Times ,  August  24, 
2016,  http://www.  straitstimes.com/business/failure-of-tpp- will-be-blow-to-ffee-trade-and-spore^ 

Yan  Min  Chia,  “TPP:  What’s  in  It  for  Singapore?”  Straits  Times,  October  14,  2015, 
http://www.straitstimes.com/business/economy/tpp-whats-in-it-for-singapore; 

Iswaran,  “Keynote  Speech  by  2nd  Minister  for  Trade  &  Industry,  S  Iswaran,  at  the  CSIS  Singapore 
Conference.” 

60  Joshua  Kurlantzick,  “What  Will  the  TPP  Mean  for  Southeast  Asia?”  Council  on  Foreign  Relations, 
June  25,  2015,  https://www.cff.org/blog-post/what-will-tpp-mean-southeast-asia. 

61  “Trans  Pacific  Partnership  Free  Trade  Agreement  (TPP):  7  Things  You  Should  Know,”  Singapore 
Ministry  of  Trade  and  Industry,  October  5,  2015,  3, 

https://www.mti.gov.sg/MTIInsights/SiteAssets/Pages/TPP/Seven%20things%20you%20should%20know 

%20about%20the%20TPP%20(Final).pdf; 

Yan  Min  Chia,  “How  Trade  Accords  Benefit  Singapore,”  Straits  Times,  October  11,  2015, 
http://www.straitstimes.com/business/economy/how-trade-accord-benefits-singapore. 

62  Capling  and  Ravenhill,  “Multilateralising  Regionalism:  What  Role  for  the  Trans-Pacific  Partnership 
Agreement?,”  569. 
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concluded  in  October  2015,  interest  groups  in  general  have  not  actively  opposed  the 
Tpp.63  N0t  oniy  is  there  an  absence  in  the  political  strength  of  such  groups,  there  is  scant 
evidence  of  any  special  interest  groups  focused  on  protectionism  or  opposed  to  the  TPP. 
In  fact,  business  associations  such  as  the  Singapore  Business  Federation  have  shown 
staunch  support  for  the  TPP  because  it  would  enable  small  and  medium-sized  enterprises 
(SME)  to  enter  a  massive  market  of  approximately  800  million  people,  integrate  into 
regional  production  and  supply  chains,  and  bid  for  government  contracts  in  other  TPP 
nations.64 

b.  Degree  of  Political  Will  of  Government  to  Reduce  Protectionism 

Singapore  Prime  Minister  Lee  Hsien  Loong  has  been  a  key  supporter  of  the  TPP, 
as  it  will  not  only  provide  businesses  access  to  new  markets  but  also  allow  them  to  take 
advantage  of  even  greater  trade  and  investment  between  Singapore  and  existing  FT  A 
partners.  These  opportunities  are  made  possible  by  various  TPP  provisions,  such  as  the 
reduction  of  non-tariff  barriers,  facilitating  SMEs  to  compete  on  a  level-playing  field,  and 
being  able  to  bid  for  foreign  government  procurement  projects.65  Prime  Minister  Lee’s 
position  on  the  TPP  is  firmly  supported  by  the  Ministry  of  Trade  and  Industry,  which 
promotes  the  TPP  for  its  huge  market  opportunities  for  Singapore  firms,  its  additional 


63  \vee  Teck  Young,  “Trans-Pacific  Partnership:  The  Demise  of  Our  Enquiry?”  Online  Citizen ,  July 
11,  2014,  https://www.theonlinecitizen.eom/2014/07/l  1/trans-pacific-partnership-the-demise-of-our- 
enquiry/. 

64  “Trans  Pacific  Partnership  Free  Trade  Agreement  (TPP):  7  Things  You  Should  Know,”  Singapore 
Ministry  of  Trade  and  Industry; 

Kelly  Tay  and  Soon  Weilun,  “Despite  Optimism  over  Historic  TPP,  Doubts  Persist,”  Business  Times, 
October  7,  2015,  http://www.businesstimes.com.sg/government-economy/despite-optimism-over-historic- 
tpp-doubts-persist; 

Chia,  “TPP:  What’s  in  It  for  Singapore?”; 

“SBF  Urges  Asian  Businesses  to  Call  on  Their  Respective  Governments  to  Support  the  Trans  Pacific 
Partnership  (TPP)  and  the  Regional  Comprehensive  Economic  Partnership  (RCEP)  at  the  6th  Asian 
Business  Summit,”  Singapore  Business  Federation,  July  14,  2015,  http://www.sbf.org.sg/sbf-urges-support- 
for-tpp-rcep. 

65  Chong  Zi  Fiang,  “TPP  Offers  New  Opportunities,  Negative  Impact  Will  Be  Muted:  PM  Fee,” 
Straits  Times,  November  20,  2015,  http://www.straitstimes.com/singapore/tpp-offers-new-opportunities- 
negative-impact-will-be-muted-pm-lee; 

Malminderjit  Singh,  “Singapore  to  Host  TPP  Free  Trade  Talks  from  Monday,”  Business  Times,  March 
2,  2013,  retrieved  from  FexisNexis. 
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value  as  a  high-standard  regional  agreement  that  calls  for  good  governance  and 
corruption  reduction,  and  greater  transparency  of  trade  regulations  with  which  it  is  easier 
for  Singapore  firms  to  comply.66 

The  Singapore  government  joined  the  TPP  as  it  possesses  strong  political  will  to 
suppress  protectionism  as  well  as  liberalize  its  already  very  open  economy  to  reap  the 
benefits  that  free  trade  brings  to  the  economy.  The  Singapore  leadership  and  government 
do  not  protect  local  companies  from  foreign  competition.  In  fact,  they  continuously  create 
a  conducive  and  liberalized  environment  for  both  local  and  foreign  firms  alike  to  operate. 
In  addition  to  strong  political  will,  and  given  that  it  is  one  of  the  most  liberalized 
countries  in  the  world,  its  economy  is  in  a  good  position  to  meet  the  gold-standard 
provisions  of  the  TPP,  as  it  is  a  proponent  of  eliminating  tariffs  and  liberalizing  trade  in 
goods  and  services.67. 

c.  Assessment  of  First  Hypothesis  in  the  Case  of  Singapore 

Given  the  lack  of  political  strength  of  domestic  protectionist  interest  groups  and 
the  government’s  push  for  free  trade  and  continued  liberalization  in  Singapore,  it  is 
assessed  that  Singapore  faces  virtually  no  protectionist  pressure  to  hinder  the  country 
from  joining  the  TPP.  The  Singapore  case  supports  the  first  hypothesis  that  countries  with 
lower  levels  of  support  for  protectionism  are  more  likely  to  join  the  TPP. 

4.  Second  Hypothesis  for  Why  Singapore  Joined  the  TPP:  Countries 

Supporting  a  Stronger  U.S.  Role  in  the  Asia-Pacific  Are  More  Likely 
to  Join  the  TPP 

While  most  countries  in  Southeast  Asia  strategically  hedge  between  the  United 
States  and  China,  Singapore  included,  it  can  be  observed  that  Singapore  is  perhaps  the 
most  outspoken  country;  it  has  called  for  the  U.S.  to  be  an  anchor  in  the  region, 
especially  through  the  TPP,  which  the  Obama  administration  declared  as  one  of  the  key 

66  “Trans  Pacific  Partnership  Free  Trade  Agreement  (TPP):  7  Things  You  Should  Know,”  Singapore 
Ministry  of  Trade  and  Industry. 

67  Wilson,  “Mega-Regional  Trade  Deals  in  the  Asia-Pacific:  Choosing  Between  the  TPP  and  RCEP?,” 

351; 

Ravenhill,  “The  Political  Economy  of  an  “Asian”  Mega-FTA,”  1086. 


19 


elements  in  its  policy  of  rebalancing  to  the  Asia-Pacific.68  It  is  clear  that  Singapore 
desires  the  United  States  to  play  a  larger  economic  role  in  the  region  by  leading  the  TPP, 
paving  the  way  to  concluding  gold-standard  comprehensive  RTAs,  and  setting  the  stage 
for  a  21st  century  international  trading  environment.  Despite  having  to  maintain  a 
balance  between  strengthening  relations  with  both  the  Washington  and  Beijing, 
Singapore  also  wants  the  United  States  to  take  a  more  active  security  role  in  the  region, 
particularly  in  the  maritime  arena,  and  deems  that  the  United  States  would  do  so  as  it 
would  have  a  larger  vested  economic  interest  in  keeping  peace  and  stability  in  the 
region.69  Not  only  is  Singapore  a  solid  and  unwavering  participant  in  the  TPP,  it  has  also 
continuously  stressed  that  the  United  States  remain  committed  to  this  trade  deal,  because 
Singapore  would  like  the  United  States  to  be  more  tightly  connected  to  the  region  on  both 
the  economic  and  the  security  fronts.70 

a.  View  of  the  U.S.  Security  Role  in  the  Asia-Pacific 

Singapore  fervently  believes  that  U.S.  participation  in  the  TPP  has  strategic 
security  implications  for  the  region.71  As  Singapore  is  a  small  and  open  trading  nation 
that  places  a  high  level  of  importance  on  keeping  the  trade  flows  going  in  a  peaceful 
region,  it  wants  increased  U.S.  presence  to  maintain  this  peace  in  the  Asia-Pacific  by 
acting  as  a  counter  to  China’s  rising  influence  and  aggressiveness  in  the  South  China 
Sea.72  As  a  close  security  partner  of  the  United  States,  Singapore  hosted  P-8s  and  Littoral 
Combat  Ships  to  demonstrate  that  it  supported  the  U.S.  pivot  to  the  region.73 


68  Chia,  “TPP:  What’s  in  It  for  Singapore?” 

69  Masanori  Hasegawa,  “Close  Economic  Exchange  with  a  Threatening  State:  An  Awkward  Dilemma 
over  China,”  Asian  Security  (April  18,  2017):  10,  DOI:  10.1080/14799855.2017.1312348. 
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Nevertheless,  while  Singapore  welcomes  the  increased  security  engagement  by  the 
United  States  and  appears  to  be  slightly  aligned  with  that  nation,  it  also  needs  to  be 
mindful  of  how  this  would  look  to  China,  and  be  conscious  of  maintaining  its  neutrality 
when  hosting  ASEAN-China  dialogue  sessions  as  country  coordinator.74  Singapore,  like 
Malaysia  and  other  Southeast  Asian  states,  cannot  afford  to  be  involved  in  the  potential 
great  power  rivalry  and  must  continue  strengthening  its  bilateral  relations  with  both  the 
United  States  and  China  while  not  outwardly  aligning  with  either  country. 

Singapore  also  linked  the  security  role  of  the  United  States  in  the  Asia-Pacific  to 
that  of  its  regional  credibility.  On  several  occasions,  Prime  Minister  Lee  urged 
Washington  to  ratify  the  TPP,  as  failure  to  do  so  would  reduce  the  credibility  of  the 
United  States  as  a  regional  leader,  an  ally,  and  an  advocate  of  such  trade  agreements.75 
He  added  that  allies  and  partners  in  the  region  needed  the  United  States  to  stay  committed 
to  the  trade  deal  to  exert  its  economic  might  and  ensure  regional  stability,  but  would  lose 
trust  in  the  United  States  if  it  were  unable  to  uphold  its  commitment  in  rebalancing 
towards  Asia-Pacific.76  Singapore  firmly  remains  in  the  TPP  as  the  government  believes 
that  a  U.S.-led  RTA  is  crucial  in  preserving  regional  security  and  stability. 

b.  View  of  the  U.S.  Economic  Role  in  the  Asia-Pacific 

With  the  United  States  leading  the  TPP,  Singapore  sees  a  greater  U.S.  economic 
role  in  the  region.  Although  Singapore  currently  has  an  FTA  with  the  United  States, 
which  means  that  its  exports  to  that  country  already  enjoy  preferential  tariffs,  certain 
types  of  goods  such  as  processed  food  and  textile  and  apparel  from  Singapore  would  get 
to  enjoy  better  duty-free  treatment  to  key  markets  such  as  the  United  States  and  Japan.77 
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21 


It  would  also  allow  Singapore  information  technology,  construction,  and  consultancy 
companies  to  bid  for  government  procurement  projects  in  countries  such  as  Malaysia, 
Vietnam,  and  Mexico,  which  are  currently  not  open  to  foreign  companies.78  The 
successful  implementation  of  the  TPP  would  also  indirectly  benefit  Singapore,  as  TPP 
nations  might  utilize  Singapore’s  commercial  services  and  business-friendly  institutions 
to  facilitate  trade  with  other  partners.79  Singapore  views  U.S.  participation  in  the  TPP  as 
key  to  propping  up  the  regional  economy,  which  is  important  for  Singapore. 

While  Singapore  establishes  closer  economic  links  with  the  United  States  through 
this  RTA,  it  also  shows  great  support  for  China-led  economic  arrangements,  such  as 
being  one  of  the  first  few  countries  to  join  the  Asian  Infrastructure  Investment  Bank 
(AIIB),  promoting  RCEP  and  pushing  its  negotiations  along,  and  taking  part  in  the  One 
Belt,  One  Road  initiative  to  rebuild  Silk  Road  trade  infrastructure.80  As  China  is  also 
Singapore’s  largest  trading  partner,  Singapore  would  not  solely  focus  on  the  TPP  at  the 
expense  of  its  economic  linkage  with  China.  In  fact,  Singapore  would  not  only  maintain 
but  increase  its  economic  cooperation  with  China,  given  Singapore’s  small  economy  that 
is  highly  dependent  on  trade  with  as  many  nations  as  possible.  Singapore  engages  in 
inter-institutional  balancing  by  promoting  the  TPP  and  China-led  RCEP  to  indicate  its 
backing  of  both  trade  arrangements,  as  well  as  to  subtly  signal  that  no  single  major 
economic  power  should  dominate  the  Asia-Pacific  region.81  Therefore,  Singapore 
remains  a  consistent  member  of  the  TPP  and  constantly  reminds  Washington  to  go  ahead 
with  the  TPP  ratification  because  it  wants  the  U.S.  economic  presence  to  act  as  a  counter¬ 
balance  to  China’s  overwhelming  economic  influence. 

c.  Assessment  of  Second  Hypothesis  in  the  Case  of  Singapore 

It  can  be  seen  that  Singapore  advocates  for  the  United  States,  via  its  TPP 
leadership  and  participation,  to  exert  greater  influence  in  the  economic  and  security 
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realms,  in  order  to  counter  China’s  rising  influence,  and  in  turn  maintain  the  current 
peace  enjoyed  by  all  nations  in  the  region.  Even  though  Singapore  ensures  that  it  is 
equidistant  between  both  great  powers,  it  is  observed  that  Singapore  is  clearly  signaling 
for  the  United  States  to  increase  its  involvement  in  the  Asia-Pacific  region.  This  would 
support  the  second  hypothesis  that  countries  that  desire  a  stronger  U.S.  role  in  the  Asia- 
Pacific  are  more  likely  to  join  the  TPP.  The  Singapore  case  shows  that  the  need  for  the 
United  States  to  have  a  larger  role  in  the  region  incentivizes  it  to  remain  committed  to  the 
TPP. 


5.  Assessment  of  Both  Hypotheses 

The  evidence  from  the  Singapore  case  supports  both  hypotheses:  The  absolute 
lack  of  protectionism  on  the  part  of  the  government  and  the  public,  and  the  strong  support 
for  trade  liberalization  in  Singapore  led  the  country  to  join  the  TPP;  Singapore  welcomes 
the  U.S.  leadership  in  the  TPP  as  part  of  its  rebalance  to  the  region,  and  remains 
committed  to  the  TPP  as  it  perceives  and  expects  the  United  States  to  play  a  larger  role  in 
both  the  economic  and  security  aspects  to  maintain  peace  and  stability  in  Asia-Pacific. 
From  the  economic  perspective,  Singapore  joined  the  TPP  as  local  businesses  would  have 
better  access  to  new  markets  such  as  Canada  and  Mexico,  enjoy  better  duty-free 
treatment  by  the  United  States  and  Japan,  and  enable  Singapore  companies  to  bid  for 
government  procurement  projects  in  countries  that  previously  did  not  allow  foreign 
bidders. 

C.  VIETNAM 

This  segment  on  Vietnam  examines  its  attitude  toward  trade  and  FTAs  and  its 
favorable  view  of  the  TPP,  and  demonstrates  that  the  evidence  gathered  in  the  Vietnam 
case,  like  that  of  Singapore,  supports  both  hypotheses  for  why  it  decided  to  join  the  TPP. 

1.  Vietnam’s  Stance  on  Trade  and  FTAs 

The  Vietnamese  Communist  Party  (VCP)  embarked  on  economic  reforms  under 
the  Doi  Moi  policy,  as  it  saw  a  need  to  repair  its  war-tom  economy  in  the  mid-1980s 
when  the  declining  Soviet  Union  had  diminished  resources  to  support  Vietnam  during  the 
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Cambodian- Vietnamese  conflict  from  1975  to  1991.  One  of  the  key  economic  reforms 
was  to  establish  closer  economic  relations  with  the  rest  of  the  world  through  increasing 
trade.82  In  order  for  this  low-income  country  to  spur  economic  growth  and  development, 
Vietnam  opened  up,  transitioned  to  a  market  economy,  and  joined  the  WTO  on  January 
11,  2007,  to  further  its  integration  into  the  multilateral  trading  system.83  The  strong 
emphasis  on  increasing  trade  with  other  countries  has  resulted  in  trade  gaining  greater 
importance  for  Vietnam’s  economy,  drastically  increasing  from  a  trade -to-GDP  ratio  of 
18.1%  in  1985  to  185%  in  2016.84 

In  addition  to  WTO  accession,  Vietnam  has  also  sought  to  establish  bilateral  and 
regional  trade  agreements  with  various  countries  in  its  pursuit  of  trade  liberalization.85 
On  the  bilateral  front,  Vietnam  has  two  trade  agreements  with  the  United  States.:  A 
bilateral  trade  agreement  between  Vietnam  and  the  United  States,  which  was  entered  into 
force  in  2001,  and  a  Trade  and  Investment  Framework  Agreement  (TIFA)  signed  on  June 
21,  2007. 86  The  bilateral  trade  agreement  provided  Vietnamese  exports  with  better  access 
to  the  U.S.  market  due  to  a  fall  in  tariffs  from  40%  to  3%,  and  the  TIFA  saw  further 
reductions  in  Vietnam’s  Most  Favored  Nation  tariffs  following  its  WTO  accession.87 
Vietnam  has  a  Comprehensive  Economic  Partnership  Agreement  with  Japan,  which  was 
implemented  on  October  1,  2009,  and  promotes  trade  liberalization  in  goods  and 
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services.88  In  2015,  Vietnam  signed  bilateral  FTAs  with  Korea  and  the  customs  union  of 
Belarus,  Kazakhstan,  and  the  Russian  Federation.89  It  has  completed  FTA  negotiations 
with  the  European  Union  (EU)  and  is  awaiting  ratification,  and  is  currently  negotiating  a 
trade  agreement  with  the  EFT  A. 90 

Vietnam  has  taken  part  in  a  few  regional  FTAs.  As  a  member  of  AFT A,  which 
was  signed  in  2002,  when  ASEAN  implemented  FTAs  with  China,  Japan,  Korea,  India, 
Australia,  and  New  Zealand,  Vietnam  benefited  in  terms  of  greater  exports  in  agriculture, 
fisheries,  textiles,  and  footwear.91  Although  it  takes  a  more  cautious  stance  when  it 
comes  to  RTAs,  preferring  to  negotiate  as  a  nation  grouping  that  is  ASEAN,  Vietnam  is 
one  of  the  early  members  of  the  TPP,  and  the  government  shows  more  enthusiasm  for 
this  particular  RTA.92  Vietnam  is  also  part  of  the  RCEP  grouping. 

2.  Vietnam’s  Stance  on  the  TPP 

Vietnam  was  the  first  country  in  Southeast  Asia  to  express  its  keen  interest  to  join 
the  P4-led  TPSEP  talks  after  the  United  States  announced  its  intention  to  do  so  in 
September  2008. 93  It  joined  the  TPP  talks  as  an  associate  member  from  March  to  October 
2010,  before  announcing  in  November  2010  that  it  would  officially  join  the  TPP 
negotiations  as  a  full  member  at  the  sidelines  of  the  18th  APEC  Ministerial  Meeting  held 
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in  Japan.94  Vietnam  has  been  an  enthusiastic  and  eager  participant  in  seeing  the 
conclusion  of  the  TPP  negotiations,  given  the  huge  economic  benefits  that  Vietnam 
stands  to  gain  from  this  mega-regional  FT  A,  such  as  greater  access  to  a  massive  market 
of  800  million  people,  an  estimated  10%  growth  in  GDP,  and  a  30%  increase  in 
Vietnamese  exports.95  It  also  wants  to  make  use  of  its  TPP  participation  to  facilitate  its 
domestic  economic  reforms  in  increasing  its  trade  liberalization  and  reforming  its  state- 
owned  enterprises  (SOE),  promoting  exports  of  its  relatively  low-wage,  labor-intensive 
industries,  and  enhancing  integration  in  regional  supply  chains.96 

3.  First  Hypothesis  for  Why  Vietnam  Joined  the  TPP:  Countries  with 
Lower  Support  for  Protectionism  Are  More  Likely  to  Join  the  TPP 

Although  there  is  a  certain  level  of  support  for  protectionism  on  the  part  of  the 
state,  such  as  the  VCP  managing  to  obtain  several  exceptions  for  certain  TPP  provisions 
and  longer  transition  periods  for  its  SOE  reforms,  the  government  has  had  the  political 
will  to  push  for  trade  liberalization  and  international  economic  integration  as  it  prioritized 
economic  growth  and  development  to  legitimize  the  VCP  regime.  The  greater  political 
influence  from  VCP  reformists  and  support  from  export-oriented  business  entrepreneurs 
in  joining  the  TPP  showed  that  the  level  of  protectionism  in  Vietnam  is  generally  low.97 

a.  Degree  of  Political  Strength  of  Domestic  Protectionist  Interest  Groups 

Similar  to  other  countries,  Vietnam’s  export-oriented  industries  are  highly 
supportive  of  the  country’s  participation  in  the  TPP,  as  they  stand  to  benefit  from  lower 
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import  tariffs  and  better  access  to  huge  markets,  especially  the  United  States  and  Japan.98 
Producers  in  the  textile  and  footwear  industries,  as  well  as  business  associations,  are  non¬ 
state  groups  that  would  see  a  boost  in  exports  and  investment  when  the  TPP  is  officially 
entered  into  force.  As  one  of  the  major  sectors  constituting  about  15%  of  Vietnam’s  GDP 
and  18%  of  Vietnam’s  total  exports,  garment  and  textile  exports  are  projected  to  rise 
from  US$8.6  billion  in  2013  to  US$30  billion  by  2020.99  In  May  2013,  the  Vietnam 
Leather  and  Footwear  Association  (Lefaso)  stated  that  as  footwear  exports  made  up  6% 
to  8%  of  export  revenue,  the  Vietnamese  government  had  identified  footwear  exports  as 
one  of  the  main  TPP  priorities  for  Vietnam.100  In  addition,  business  associations  such  as 
the  Vietnam  Chamber  of  Commerce  and  Industry  and  American  Chambers  of  Commerce 
in  Vietnam  were  very  active  in  preparing  Vietnamese  local  enterprises  in  expanding  into 
the  U.S.  market,  and  engaging  the  Ministry  of  Industry  and  Trade  (MOTT)  and  other  TPP 
stakeholders  via  forums  and  seminars.101 

The  export-oriented  businesses  are  more  outwardly  supportive  of  Vietnam’s  TPP 
participation,  as  compared  to  a  few  non-state  groups  that  would  lose  out;  but,  they  are 
relatively  muted  as  the  VCP  restricts  public  protests  in  the  country. 102  The  Vietnam 
Network  of  People  living  with  HIV  is  one  such  interest  group  that  is  concerned  with  the 
impact  of  the  intellectual  property  and  patent  provisions  on  medicine  costs.103  Yet,  this 
activist  organization  recognizes  that  Vietnam  requires  the  TPP  for  overall  future  benefits, 
and  is  willing  to  sacrifice  affordability  of  medicine  for  other  economic  benefits.104  Due  to 
the  absence  of  strong  organized  non-state  groups  to  act  as  a  check  on  the  government’s 
manipulation  of  the  domestic  market  through  its  SOEs  and  its  push  for  deeper  reforms, 
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joining  the  TPP  and  pressure  from  TPP  member  nations  thus  serve  as  a  greater  impetus 
for  the  government  to  embark  on  domestic  economic  reforms.105 

The  support  from  the  export-oriented  groups  greatly  surpasses  any  protectionist 
sentiment  expressed  by  other  interest  groups.  In  fact,  the  public  has  generally  endorsed 
their  country’s  participation  in  the  TPP,  as  shown  in  a  2015  Pew  survey  in  which  89%  of 
Vietnamese  believed  that  the  TPP  will  do  the  country  good,  as  compared  to  a  low  2%. 106 
Therefore,  it  is  assessed  that  the  domestic  protectionist  interest  groups  do  not  have  much 
political  voice  and  influence  over  the  VCP’s  decision  for  Vietnam  to  enter  TPP 
negotiations. 

b.  Degree  of  Political  Will  of  Government  to  Reduce  Protectionism 

VCP  reformists  exert  more  political  pressure  than  their  conservative  counterparts 
in  influencing  Vietnam’s  TPP  participation  as  a  way  to  push  for  its  domestic  economic 
reforms.  The  Doi  Moi  policy,  also  known  as  economic  renovation,  gave  rise  to  the  VCP 
reformists  who  wanted  to  economically  liberalize  Vietnam  to  reduce  its  reliance  on  the 
Soviet  Union. 107  These  reformists  also  attempted  to  preserve  their  monopoly  on  political 
power  by  focusing  on  economic  growth  and  development  to  gain  legitimacy  for  the 
VCP. 108  The  Doi  Moi  policy  proved  effective  in  propelling  the  economy  forward,  as  seen 
by  Vietnam’s  transition  from  a  poor  to  lower  middle-income  country  with  a  fourteen-fold 
increase  in  the  value  of  its  GDP  from  US$14  billion  in  1985  to  US$202  billion  in  2016, 
as  well  as  the  dramatic  drop  in  its  poverty  rate  from  60%  in  the  late  1960s  to  13.5%  in 
2014. 109  Vietnam’s  keen  pursuit  of  FTAs,  especially  the  TPP,  is  a  continuation  of  its 
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integration  into  the  global  economy  to  provide  an  impetus  for  domestic  policy  reforms, 
and  a  reflection  of  its  willingness  to  lower  its  protectionism.110 

VCP  possesses  strong  political  will  to  pursue  TPP  because  of  its  economic  and 
strategic  importance,  and  through  the  economic  reforms  is  willing  to  lower  protectionism 
despite  its  development  gap  with  other  members.111  The  market-oriented  VCP  reformists 
believe  that  the  comprehensive,  high-standard  TPP  requirements  would  encourage 
Vietnam  to  pursue  domestic  economic  reforms  that  are  pertinent  to  ramping  up  its 
economic  growth,  as  well  as  facilitate  the  country  to  embark  on  deeper  market-oriented 
institutional  changes.112  Leading  the  reformist  faction  was  former  Secretary  General 
Nong  Due  Manh,  who  was  elected  in  both  the  Ninth  and  Tenth  VCP  Congress. 113  Former 
Prime  Minister  Nguyen  Tan  Dung  and  former  President  Nguyen  Minh  Triet  were  also 
active  reformists,  with  former  Prime  Minister  Dung  repeatedly  emphasizing  Vietnam’s 
commitment  to  speed  up  and  conclude  negotiations  after  Vietnam  joined  the  TPP  in 
2008. 114  This  shows  the  VCP’s  willingness  to  reduce  Vietnam’s  protectionism  as  part  of 
further  domestic  economic  reforms  that  are  expected  to  come  with  the  TPP. 

The  VCP  has  endeavored  to  continue  its  active  participation  in  the  TPP,  after  it 
made  the  decision  to  join  the  trade  pact  in  2008.  The  TPP  is  one  avenue  for  Vietnam  to 
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achieve  industrialization  and  modernization  under  socialist  orientation,  which  according 
to  the  government’s  latest  defense  White  Paper  is  Vietnam’s  most  significant  national 
interest.115  Following  up  on  that,  the  TPP  would  serve  as  part  of  the  blueprint  for 
economic  restructuring  from  2016  to  2020  to  i)  focus  on  and  develop  higher-value-added 
industries,  such  as  the  garment  industry;  ii)  undertake  international  integration  by  shifting 
the  government’s  attention  to  the  domestic  private  sector  and  attracting  foreign  direct 
investment  (FDI);  and  iii)  reforming  the  state-led  sector  by  revamping  SOEs.116 
Vietnam’s  SOEs  would  be  compelled  to  comply  with  trade  and  environmental  standards 
as  spelled  out  by  the  TPP,  and  failure  to  do  so  would  result  in  the  United  States 
reinstating  tariffs  on  Vietnam’s  imports  to  the  United  States.117 

VCP  conservatives  have  voiced  their  worries  that  joining  the  TPP  would  be  a 
threat  to  the  VCP’s  socialist  rule,  as  this  would  imply  that  VCP  embraced  market 
liberalization  and  appeared  to  lean  to  the  West. 118  These  conservative  elites  have  links  to 
SOEs,  and  they  fear  that  abiding  by  TPP  rules  to  undergo  SOE  reform  would  take  away 
the  benefits  they  are  currently  enjoying.119  However,  the  VCP  reformists  seem  to  exert 
greater  influence  over  this  key  economic  decision,  as  the  VCP  leadership  reached  a 
consensus  to  join  the  TPP  in  spite  of  the  VCP  conservatives’  opposition. 120 

Although  the  VCP  reformists  are  firm  in  their  push  for  the  TPP  to  fuel  further 
domestic  economic  reforms,  Vietnam  has  managed  to  maintain  some  level  of 
protectionism  by  successfully  negotiating  for  several  exceptions  in  some  TPP  provisions, 
based  on  Vietnam’s  relatively  lower  level  of  development.121  One  such  exception  is  the 
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‘yarn  forward  rule  of  origin,’  which  requires  inputs  into  products  sold  to  other  TPP 
nations  to  come  from  only  TPP  nations.122  Vietnam  has  sought  to  delay  abiding  by  this 
TPP  provision  for  three  years  and  justified  the  delay  by  explaining  that  it  needed  the  time 
to  produce  its  own  domestic  inputs.123  This  then  buys  Vinatex,  a  state-owned  garment 
and  textile  enterprise,  some  time  to  reform  itself  gradually  to  improve  the  quality  of  its 
inputs  into  output  and  eventually  capture  a  larger  share  of  value  added  from  its 
exports.124  Similar  to  Malaysia,  Vietnam  has  also  managed  to  negotiate  for  a  five-year 
transition  period  for  the  reform  of  its  SOEs,  such  as  removing  preferential  treatment  for 
these  enterprises.125  Vietnam  is  not  willing  to  immediately  abide  by  this  sensitive  TPP 
provision,  as  SOEs  make  up  about  40%  of  total  economic  output,  still  a  somewhat 
substantial  proportion,  and  the  VCP  has  used  SOEs  to  provide  employment  in  exchange 
for  its  legitimacy. 126  It  is  not  easy  for  the  Vietnamese  leadership  to  apply  shock  therapy 
on  its  SOE  reforms,  as  it  wants  to  retain  as  much  of  the  state  sector  as  it  can  afford  to  so 
as  to  maintain  its  political  hold.127  Therefore,  the  VCP  is  not  willing  to  forego  this  level 
of  protectionism  for  these  two  primary  TPP  provisions  in  the  short  term. 

Despite  VCP  conservatives  having  reservations  about  further  market  liberalization 
and  deeper  international  economic  integration  that  might  undermine  their  political 
standing,  and  in  spite  of  the  Vietnam  government  scoring  exceptions  in  some  TPP 
provisions  during  negotiations  that  might  slow  down  its  pace  of  economic  reforms  and 
maintain  its  protectionism,  the  VCP  leadership  has  mustered  the  political  will  to  push 
ahead  with  the  TPP  because  its  priority  is  economic  performance,  which  would  beget  its 
legitimacy.  As  the  economy  has  begun  to  observe  slower  growth  and  approaches  a 
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middle -income  trap,  the  public  has  shown  increasing  resentment  against  the 
government. 128  To  secure  their  political  support  and  mitigate  this  resentment  while 
acknowledging  that  economic  restructuring  is  necessary,  the  VCP  leadership  has  been 
doing  its  best  for  its  country  to  successfully  enter  TPP  negotiations  to  boost  trade  and 
escape  the  middle -income  trap.129 

Aside  from  the  overwhelming  influence  of  the  VCP,  especially  the  economic 
reformists,  the  MOIT  is  one  of  the  main  proponents  of  the  TPP.  This  ministry  is  the  lead 
agency  in  the  TPP  negotiations  and  has  taken  on  the  role  of  socializing  domestic 
businesses  on  the  status  of  Vietnam’s  TPP  Participation  via  a  conference  held  in 
November  20  1  3. 130  The  Ministry  also  frequently  consults  with  and  updates  VCP 
leadership  concerning  TPP  talks.131  In  addition,  the  MOIT  is  supported  by  the  Ministry 
of  Agriculture  and  Rural  Development,  which  advocates  agricultural-based  exports.132 
These  two  ministries  have  also  had  some  influence  and  political  strength  in  reducing  the 
country’s  protectionism  and  facilitating  Vietnam’s  entry  into  the  TPP. 

c.  Assessm  ent  of  First  Hypothesis  in  the  Case  of  Vietnam 

Not  only  do  domestic  protectionist  interest  groups  in  Vietnam  have  little  to  no 
political  influence  over  the  TPP,  the  general  public  and  the  export-oriented  businesses 
especially  have  overwhelming  support  for  the  TPP.  This  reflects  the  weak  domestic 
protectionist  pressure  on  the  part  of  non-state  groups.  As  for  the  government,  although 
the  VCP  conservatives  have  raised  concerns  that  pursuing  the  TPP  might  threaten  their 
legitimacy  as  they  would  appear  to  veer  further  away  from  Vietnam’s  socialist 
orientation,  and  might  lose  the  profits  they  are  reaping  with  their  linkages  to  SOEs,  the 
VCP  reformists  and  MOIT  have  shown  greater  political  strength  and  asserted  that 
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Vietnam  needs  to  join  the  TPP  as  a  continuation  of  its  Doi  Moi  policy  to  spur  greater 
domestic  economic  reforms  and  reduce  protectionism.  While  the  VCP  is  still  quite 
protectionist  in  certain  sectors  in  the  interim,  by  negotiating  for  exceptions  in  some  TPP 
provisions  such  as  the  ‘yarn  forward  rule  of  origin’  and  reforming  SOEs,  its  leadership 
joined  the  TPP.  This  relatively  limited  support  for  protectionist  policies  exhibited  by  both 
the  government  and  non-state  groups  on  the  whole  leads  to  my  assessment  that  the 
Vietnam  case  supports  the  hypothesis  that  countries  with  a  lower  level  of  support  for 
protectionism  are  more  likely  to  join  the  TPP. 

4.  Second  Hypothesis  for  Why  Vietnam  Joined  the  TPP:  Countries 

Supporting  a  Stronger  U.S.  Role  in  the  Asia-Pacific  Are  More  Likely 
to  Join  the  TPP 

Similar  to  Singapore,  and  like  other  small  nations  in  Southeast  Asia,  Vietnam 
hedges  in  its  relations  with  the  United  States  and  China,  and  adopts  an  omnidirectional 
foreign  policy  as  it  expands  and  diversifies  its  relations  with  the  two  great  powers  and 
other  countries.133  While  the  economic  motivation  to  multilateralize  as  part  of  its 
international  economic  integration  is  strong,  there  is  also  a  security  aspect  to  Vietnam’s 
support  for  the  TPP. 134  It  has  been  observed  that  Vietnam’s  relations  with  the  United 
States  have  improved  tremendously  since  the  normalization  of  relations  in  1995,  starting 
with  the  U.S. -Vietnam  bilateral  trade  agreement  that  took  effect  in  2001,  and  culminating 
in  Vietnam’s  participation  in  the  U.S. -led  TPP  and  the  U.S. -Vietnam  comprehensive 
partnership  in  20  1  3. 135  Despite  maritime  territorial  disputes  in  the  South  China  Sea  and 
China’s  increasing  assertiveness,  Vietnam  wants  to  continue  maintaining  stable  and 
peaceful  ties  with  China,  as  China  is  Vietnam’s  largest  trading  partner,  and  both  countries 
are  close  ideological  allies  in  terms  of  their  current  regimes.136 
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Although  Vietnam  has  to  soft-balance  between  both  major  powers  as  it  does  not 
wish  to  be  entrapped  in  a  potential  great-power  rivalry,  like  that  of  the  Vietnam  War,  this 
shift  in  improved  relations  toward  the  United  States  is  an  indication  that  Vietnam  desires 
the  superpower  to  play  a  bigger  role  in  the  Asia-Pacific. 137  This  could  be  attributed  to  the 
importance  of  trade  with  and  investment  from  the  United  States,  as  well  as  Vietnam’s  use 
of  its  improved  relationship  with  the  United  States  as  a  hedging  strategy  against  China 
and  a  form  of  preventive  diplomacy,  for  fear  that  South  China  Sea  disputes  might 
worsen.138  Vietnam’s  perception  of  the  United  States  taking  on  a  larger  role  in  the  region 
could  serve  as  Vietnam’s  motivation  for  joining  the  TPP. 

a.  View  of  the  U.S.  Security  Role  in  the  Asia-Pacific 

Vietnam  wants  the  United  States  to  assume  a  larger  security  role  in  the  Asia- 
Pacific  region  via  the  TPP  and  its  military  might  by  establishing  a  greater  presence  in  the 
region.  Vietnam  wants  to  form  closer  relations  with  the  United  States,  albeit  on  a  less 
threatening  scale,  such  as  through  TPP  participation  and  low-level  security 
cooperation.139  By  joining  the  TPP,  Vietnam  signals  to  Washington  that  it  warmly 
welcomes  the  American  rebalance  to  the  region,  shows  its  willingness  to  enhance 
relations  with  its  former  enemy  for  strategic  reasons,  and  also  reflects  the  VCP’s  strong 
commitment  to  abide  by  the  TPP’s  high  standards  and  the  party’s  own  domestic 
economic  reforms.140  In  addition  to  the  TPP,  Vietnam  has  also  enhanced  its  defense 
cooperation  with  the  United  States,  as  the  superpower  allowed  Vietnam  to  access  its  non- 
lethal  defense  in  April  2007,  gave  US$18  million  for  Vietnam  to  buy  patrol  vessels,  and 
fully  lifted  its  embargo  on  lethal  weapons  sales  to  Vietnam  in  May  2016. 141  The 
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Comprehensive  Partnership  signed  by  Vietnam  and  the  United  States  in  July  2014 
underscored  improved  security  relations  between  both  countries,  and  this  is  in  stark 
contrast  with  Vietnam’s  lack  of  defense  ties  with  China.142 

Vietnam  also  hopes  to  use  its  active  participation  in  the  TPP  as  a  way  to  increase 
U.S.  engagement  in  the  region,  and  especially  to  deter  China’s  aggression  in  the  South 
China  Sea  and  mitigate  its  perceived  threats  to  Vietnam’s  sovereignty  and  of  Chinese 
expansionism. 143  Vietnam  faces  a  bigger  threat  from  China  as  compared  to  other 
Southeast  Asian  countries,  as  both  countries  share  the  same  land  border  and  due  to  its 
historical  legacy  of  being  one  of  China’s  tributary  states.144  Vietnam  needs  the  United 
States  to  play  a  bigger  role  in  Asian  security,  as  it  is  the  only  other  major  power  capable 
of  standing  up  to  China’s  increased  military  build-up  and  growing  assertiveness  in  the 
region.145  Apart  from  linking  the  United  States  more  closely  to  the  region  through  the 
TPP,  Vietnam  has  also  sought  support  from  Washington  in  Vietnam’s  South  China  Sea 
disputes  with  China.  It  has  done  so  through  affirming  in  its  2003  bilateral  Comprehensive 
Partnership  that  disputes  will  be  settled  by  peaceful  means  according  to  international  law, 
and  both  China  and  Vietnam  have  emphasized  the  importance  of  the  Declaration  of 
Conduct  of  Parties  in  the  South  China  Sea  and  concluding  a  Code  of  Conduct.146 

Despite  desiring  a  greater  U.S.  security  presence  in  the  region,  especially  in  the 
maritime  arena,  Vietnam  is  careful  not  to  step  on  China’s  toes.  In  addition  to  enhancing 
relations  with  the  United  States  via  less  threatening  means  such  as  the  TPP  and  other 
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low-level  security  cooperation,  Vietnam  strictly  abides  by  its  “three-no  policy”  of  not 
having  any  military  bases,  not  establishing  any  military  alliances,  and  not  aligning  with 
any  one  country  against  another.147  This  would  assure  China  that  though  Vietnam 
supports  the  U.S.  pivot  to  the  region,  it  does  not  support  it  to  the  extent  of  containing 
China. 148  In  order  to  maintain  a  peaceful  and  stable  relationship  with  China,  and  given 
that  China  is  Vietnam’s  largest  trade  partner,  both  countries  signed  a  Comprehensive 
Strategic  Partnership  in  2003,  as  previously  mentioned. 149  Vietnam  also  balances  its 
relations  well  with  both  major  powers,  scheduling  visits  to  the  United  States  and  China 
close  to  each  other. 150  It  would  improve  its  relationship  with  the  United  States  just 
enough  to  act  as  a  counter  against  China’s  aggressiveness,  but  not  so  far  as  to  damage  it 
ties  with  China.151 

Some  VCP  conservatives  have  resisted  establishing  closer  economic  and  security 
relations  with  Washington,  claiming  that  it  could  lead  to  ‘peaceful  evolution,’  in  which 
the  country’s  move  towards  a  market  economy  through  increased  trade  and  investment 
and  international  economic  integration  could  subject  Vietnam  to  foreign  influence 
prompting  political  reforms  that  might  undermine  the  existing  regime. 152  For  that  reason, 
these  conservatives  prefer  stronger  ties  with  China  for  the  sake  of  regime  security. 153 
That  said,  the  VCP  leadership  believes  that  the  economic  and  strategic  benefits  of  the 
TPP  outweigh  the  potential  cost  to  VCP  regime  security,  as  improved  economic 
performance  would  serve  the  important  purpose  of  ensuring  that  the  VCP  stays  in  power. 
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b.  View  of  the  U.S.  Economic  Role  in  the  Asia-Pacific 

Although  China  has  become  Vietnam’s  largest  trade  partner  since  2004,  the 
United  States  remains  the  largest  export  market  for  Vietnam. 154  By  signing  on  to  the 
TPP,  Vietnam  is  expected  to  improve  its  export  revenue  with  lower  tariffs  on  top  of  the 
existing  bilateral  trade  agreement  between  Vietnam  and  the  United  States,  as  it  would  be 
able  to  increase  its  exports,  especially  textiles  and  footwear,  to  the  United  States.155 
Greater  and  easier  access  to  the  enlarged  market,  of  which  America  would  be  a  part,  is  a 
key  motivation  for  Vietnam  to  join  the  TPP.  In  this  respect,  Vietnam  views  a  larger  U.S. 
economic  role  in  the  region  as  an  avenue  to  supporting  and  stimulating  Vietnam’s 
economy  through  the  TPP. 

In  addition  to  securing  increased  U.S.  economic  presence  through  the  TPP  to 
increase  its  bilateral  trade  and  U.S.  investment  in  Vietnam,  that  country  also  sees  a  larger 
role  for  the  United  States  in  countering  China’s  economic  influence.  Through  this  mega- 
regional  FT  A,  smaller  Southeast  Asian  nations  such  as  Vietnam  would  be  economically 
less  dependent  on  China,  and  the  increased  multilateral  trade  within  this  bloc  would 
enable  Vietnam  to  resist  economic  blackmail  or  pressure  from  China.156  Vietnam  hopes 
that  the  TPP  would  help  to  reduce  its  large  trade  deficit  with  China,  through  the  yarn 
forward  rule  of  origin  provision,  which  would  encourage  Vietnamese  textile  firms  to 
improve  the  quality  of  textile  sources  and  be  less  reliant  on  material  imports  from 
China.157  In  this  way,  reduced  dependence  on  China  for  input  materials  would  mitigate 
the  security  vulnerability  that  Vietnam  faces  as  it  is  currently  highly  reliant  on  China  for 
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the  production  of  its  exports.158  Through  the  TPP,  Vietnam  seeks  to  deepen  its  economic 
ties  with  the  United  States  and  reduce  China’s  increasing  economic  might  in  the  region. 

c.  Assessment  of  Second  Hypothesis  in  the  Case  of  Vietnam 

It  is  apparent  that  there  are  both  economic  and  security  impetuses  for  Vietnam  to 
join  the  TPP.  While  Vietnam  is  cautious  in  maintaining  a  balanced  distance  between  both 
the  Washington  and  Beijing,  it  has  improved  its  relations  with  the  former  via  the  TPP  and 
other  bilateral  engagements,  which  it  sees  as  encouraging  the  United  States  to  play  a 
larger  role  in  the  Asia-Pacific.  Vietnam  wants  increased  U.S.  military  presence  in  the 
region  to  maintain  regional  peace  and  security,  and  to  counter  China’s  aggressiveness  in 
the  South  China  Sea  if  disputes  worsen.  Vietnam  also  recognizes  the  economic  benefits 
that  it  could  reap  with  the  United  States  as  part  of  the  TPP.  In  addition,  Vietnam  is 
positive  that  the  United  States  is  able  to  counter  China’s  rising  economic  power  with  the 
successful  implementation  of  the  TPP,  which  will  increase  multilateral  trade  within  the 
trade  bloc  and  enable  Vietnam  to  reduce  its  economic  reliance  on  China.  The  Vietnam 
case  supports  the  second  hypothesis  that  countries  seeking  a  stronger  U.S.  role  in  the 
Asia-Pacific  region  are  more  likely  to  join,  and  remain  committed,  to  the  TPP. 

5.  Assessment  of  Both  Hypotheses 

The  Vietnam  case  supports  both  hypotheses:  it  joined  the  TPP  due  to  the  strong 
support  and  lack  of  protectionist  pressure  from  the  government  and  domestic  interest 
groups;  Vietnam  also  made  the  decision  to  join  the  TPP  as  it  perceives  that  the  United 
States  will  take  on  larger  security  and  economic  roles  in  the  region  to  bolster  its  presence 
and  counter  China’s  rising  influence  in  Asia-Pacific.  As  Vietnam  sought  exceptions  to 
the  TPP  provisions  to  take  its  relatively  lower  level  of  development  into  account,  which 
shows  that  the  government  is  still  quite  protectionist  in  at  least  the  first  five  years  of  the 
implementation  of  the  TPP,  and  with  a  greater  perceived  threat  to  its  sovereignty  from 
China  in  the  South  China  Sea,  Vietnam  seems  to  support  the  second  hypothesis  more 
strongly  than  the  first. 
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D.  MALAYSIA 


This  section  examines  Malaysia’s  position  on  trade  and  FT  As  and  its  stance  on 
the  TPP,  and  shows  that  the  evidence  from  the  Malaysia  case  does  not  support  the  first 
hypothesis  and  only  weakly  supports  the  second. 

1.  Malaysia’s  Stance  on  Trade  and  FTAs 

Malaysia  has  always  been  highly  dependent  on  international  trade  and  foreign 
investment,  with  its  trade  to  GDP  ratio  of  128%. 159  It  actively  takes  part  in  the 
multilateral  trading  system  led  by  the  WTO,  which  it  hopes  will  continue  to  foster  growth 
and  development,  protect  developing  countries’  interests,  and  ensure  that  trade  rules  and 
regulations  do  not  restrict  fair  trade.160  To  supplement  Malaysia’s  participation  in  the 
WTO,  Malaysia  has  also  been  involved  in  negotiating  bilateral  and  regional  FTAs  to 
achieve  more  trade  liberalization  and  operate  in  a  fair  global  trading  environment.161 
Malaysia  hopes  that  FTAs,  as  part  of  its  trade  policy,  would  increase  market  access  for 
Malaysian  exports  via  preferential  tariffs,  raise  the  competitiveness  of  Malaysian 
businesses,  and  attract  FDI  in  the  country. 162 

To  date,  Malaysia  has  implemented  seven  bilateral  FTAs  and  six  regional 
FTAs.163  Its  bilateral  FTAs  are  with  Japan,  Pakistan,  New  Zealand,  India,  Chile, 
Australia,  and  Turkey. 164  As  part  of  ASEAN,  Malaysia  enjoys  the  benefits  of  AFT  A,  and 
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it  also  has  regional  FTAs  with  other  FTA  partners  such  as  China,  Japan,  Korea,  India, 
and  Australia  and  New  Zealand.  Malaysia  is  currently  negotiating  a  Free  Trade  Area 
Economic  Partnership  with  Europe,  and  as  a  regional  institution,  ASEAN  is  negotiating 
the  RCEP  as  well  as  a  regional  FTA  with  Hong  Kong.165  While  TPP  negotiations  have 
been  concluded  and  the  deal  has  been  signed,  Malaysia  and  other  members  have  not 
ratified  the  agreement. 

2.  Malaysia’s  Stance  on  the  TPP 

Malaysia’s  position  on  the  TPP  has  its  background  in  its  proposed  U.S. -Malaysia 
FTA  back  in  2005.  Both  countries  wanted  a  bilateral  FTA  to  boost  trade  and  investment; 
however,  negotiations  were  stalled  in  early  2009  after  eight  rounds  of  talks.166  This  was 
because  the  Malaysian  government  was  unable  to  meet  some  of  the  provisions  expected 
by  the  United  States;  for  example,  due  to  their  Bumiputera  policies,  which  favor  the 
ethnic  Malay  population  in  the  name  of  socio-economic  redistribution,  the  Malaysian 
state  was  unwilling  to  allow  private  and  foreign  businesses  to  bid  for  government 
procurement  projects  as  these  projects  typically  went  to  Malay-owned  companies  that 
enjoy  special  privileges  and  access  to  certain  markets.167  The  ruling  elite  then  also 
wanted  to  protect  their  agricultural  and  automotive  industries.168 

While  Malaysia  failed  to  seal  a  bilateral  trade  deal  with  the  United  States,  it  saw 
an  opportunity  to  enhance  its  trade  linkages  with  that  country  when  the  United  States 
announced  its  decision  to  join  the  TPP  in  2008. 169  Since  2009,  after  bilaterally  consulting 
with  the  original  eight  TPP  members  individually,  Malaysia  has  shown  its  readiness  to 
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negotiate  the  agreed  RTA  scope.  Meeting  the  members  as  a  group  during  the  third  round 
of  the  TPP  negotiations  in  Brunei  on  October  5,  2010,  Malaysia  was  then  unanimously 
accepted  as  a  full  negotiating  partner  and  officially  joined  TPP  negotiations.170  Since 
then,  Malaysia  has  gone  through  more  rounds  of  negotiations  before  the  trading  bloc 
concluded  its  talks  on  October  5,  2015,  and  signed  the  deal  on  February  4,  2016. 171 
Malaysia  has  successfully  retained  its  Bumiputera  policies,  obtained  a  five-year  grace 
period  to  embark  on  SOE  reform,  and  gained  exemption  for  Kliazanah,  a  Malaysian 
sovereign  wealth  fund,  from  investor- state  dispute  settlement  (ISDS)  provisions  for  two 
years  after  implementing  the  TPP. 172 

1.  First  Hypothesis  for  Why  Malaysia  Joined  the  TPP:  Countries  with 
Lower  Support  for  Protectionism  Are  More  Likely  to  Join  the  TPP 

Politically  sensitive  issues  facing  the  Malaysian  government  in  the  TPP 
negotiations  are  similar  to  the  ones  encountered  during  the  U.S. -Malaysia  bilateral  FTA 
talks.  These  sensitive  issues,  primarily  government  procurement,  SOE  reform,  and 
intellectual  property  provisions,  reflect  moderate  protectionist  pressures  from  both 
interest  groups  and  the  Malaysian  government  to  preserve  Bumiputera  interests  and 
policies.  Despite  moderate  protectionism  from  both  quarters,  Malaysia  joined  the  TPP 
and  has  not  yielded  to  these  pressures  to  withdraw  itself  from  the  trade  deal. 

a.  Degree  of  Political  Strength  of  Domestic  Protectionist  Interest  Groups 

Non-govemmental  organizations  (NGO),  Bantah  TPPA,  opposition  parties, 
former  Prime  Minister  Mahathir  Mohamad,  United  Malay  National  Organization 
(UMNO)  members  from  conservative  factions,  and  many  Malay-dominated  businesses 
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have  voiced  their  opposition  to  the  TPP.  Their  key  concerns  are  in  the  areas  of 
government  procurement,  foreign  competition  to  SMEs,  ISDS,  and  intellectual  property. 

Government  procurement  is  a  delicate  issue  because  the  Malaysian  government 
has  been  doling  out  government  procurement  projects  to  SOEs  and  Malay-owned 
companies  in  accordance  with  its  Bumiputera  policy  since  the  New  Economic  Policy 
(NEP)  spearheaded  by  Mahathir  Mohamad  in  the  late  1970s.173  Under  the  TPP 
government  procurement  provision,  private  and  foreign  companies  would  be  liberalized 
to  operate  on  a  level  playing  field,  which  would  greatly  threaten  the  businesses  of 
existing  SOEs  and  Malay-dominated  firms. 174  Mahathir  has  vehemently  opposed  the  TPP 
because  he  feels  that  the  introduction  of  American  and  other  foreign  companies  would 
undo  the  socio-economic  redistribution  under  the  NEP. 175  He  also  warned  that  Malaysia 
would  lose  out  as  the  United  States  would  use  the  TPP  to  protect  and  enable  American 
companies  to  access  other  TPP  members’  government  procurement,  which  would  be 
tantamount  to  the  United  States  “politically  and  economically  re-colonizing” 
Malaysia.176  Perkasa  is  a  pro-Bumiputera  NGO  that  is  also  opposed  to  the  TPP, 
especially  in  the  government  procurement  aspect,  as  this  would  threaten  both  SOEs  and 
Bumiputera  businessmen.177 

NGOs,  such  as  the  Malay  Economic  Action  Council,  are  worried  that  joining  the 
TPP  would  subject  local  SMEs  to  greater  competition  from  foreign  firms  and  put  them  at 
a  disadvantage  when  their  businesses  would  not  receive  Malay  privileges.178  Another 
NGO,  the  Malay  Chamber  of  Commerce,  feels  that  majority  of  the  Bumiputera 
businesses  are  not  ready  or  equipped  to  compete  with  multinational  corporations,  and  that 
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there  seems  to  be  inequality  in  this  respect.179  By  contrast,  the  U.S. -Malaysian  FTA 
Business  coalition,  Federation  of  Malaysian  Manufacturers,  and  Malaysian  Textile 
Manufacturers  Association  have  shown  their  support  for  the  deal  as  the  SME  provision 
would  facilitate  these  export-oriented  groups  to  operate  their  businesses  in  the  United 
States  and  other  TPP  nations.180 

Another  aspect  that  faces  resistance  from  domestic  interest  groups  is  the  ISDS,  a 
mechanism  that  allows  foreign  firms  to  turn  to  international  arbitration  to  settle  disputes 
directly  with  the  state.181  NGOs  are  concerned  that  this  provision  would  threaten  the 
government’s  sovereign  rights  to  regulate  within  the  country,  which  may  affect  laws 
applied  to  local  firms.182 

Some  NGOs,  such  as  the  Malaysian  AIDS  Council,  Malaysian  Treatment  Access 
and  Advocacy  Group,  and  Muslim  Consumers  Association  of  Malaysia,  are  concerned 
that  the  intellectual  property  provision  in  the  TPP  would  result  in  higher  prices  of 
medicine  and  treatment.183  Their  criticism  stems  from  the  data  exclusivity  clause  in  this 
provision  that  allows  foreign  companies  to  extend  their  patent  duration,  which  would 
negatively  affect  the  affordability  of  generic  medicine  and  drugs.  Opposition  parties  such 
as  the  PKR  and  various  NGOs  took  to  the  street  to  protest  Malaysia’s  participation  in  the 
TPP  as  consumers  would  have  to  bear  the  brunt  of  increased  prices  of  medication  and 
drugs  while  foreign  companies’  intellectual  property  would  be  protected  under  the 
TPP. 184 
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a.  Degree  of  Political  Will  of  Government  to  Reduce  Protectionism 

Prime  Minister  Najib  Razak  is  a  strong  proponent  of  trade  liberalization  and  is 
keenly  aware  that  joining  the  TPP  is  an  opportunity  to  lock  in  domestic  economic  reforms 
that  Malaysia  desperately  needs  to  increase  its  competitiveness,  reduce  protectionism, 
and  boost  longer-term  economic  growth.185  Prime  Minister  Najib  also  deems  the  TPP, 
which  emphasizes  private-led  economic  development,  as  consistent  with  his  New 
Economic  Model  (NEM)  rolled  out  in  2010  and  the  Economic  Transformation 
Programme  (ETP).186  As  sustaining  economic  growth  is  one  of  the  ways  to  legitimize  the 
Barisan  Nasional’s  rule  in  Malaysia,  Prime  Minister  Najib  is  using  TPP  membership  as 
one  of  his  tools  to  prop  the  economy  while  securing  his  and  his  party’s  political  power.187 
At  the  same  time,  the  prime  minister  faces  immense  pressure  from  the  opposition  and 
UMNO  conservatives  to  withdraw  from  the  TPP  as  some  of  them  might  lose  their 
preferential  Bumiputera  treatment  through  intense  competition  with  multinational 
corporations  and  private  enterprises,  particularly  in  the  areas  of  government  procurement 
and  SOEs.188 

The  Malaysian  Ministry  of  International  Trade  and  Industry  (MITI)  is  the  main 
representative  in  TPP  discussions  and  consultation  with  domestic  stakeholders.189  It 
views  the  TPP  as  instrumental  in  providing  a  more  liberalized  trading  environment  that 
would  be  in  line  with  supporting  Prime  Minister  Najib’ s  ETP,  and  further  sees  the  TPP  as 


185  Ernest  Z.  Bower,  “Getting  Malaysia  Right:  Presidential  Prerogative,”  Center  for  Strategic  and 
International  Studies,  March  6,  2014,  https://www.csis.org/analysis/getting-malaysia-right-presidential- 
prerogative. 

186  Murray  Hiebert,  “Crises  Might  Spare  Najib,  but  Will  Hobble  Malaysia’s  International 
Engagement,”  Center  for  Strategic  and  International  Studies,  September  3,  2015, 
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44 


a  way  to  lock  in  domestic  economic  reforms.190  MITI  has  been  a  key  player  in  pushing 
for  Malaysia’s  membership  in  the  TPP.  While  MITI  strongly  advocates  free  and  fair  trade 
through  such  trade  agreements,  it  has  also  consulted  relevant  stakeholders  such  as 
affected  business  groups  and  NGOs.  In  the  area  of  ISDS,  MITI  has  assured  NGOs  that 
this  TPP  provision  does  not  violate  Malaysia’s  sovereignty  or  restrict  the  Malaysian 
government  from  formulating  and  implementing  its  own  business  laws  and  policies,  but 
rather  serves  as  an  avenue  for  foreign  investors  to  seek  international  arbitration  in  the 
event  of  a  dispute.191  To  address  SMEs’  concerns  of  foreign  competition,  MITI  has 
communicated  that  Malaysia  SMEs  would  be  given  longer  transition  periods  for 
liberalization  and  has  managed  to  gain  carve-outs  of  government  procurement 
activities.192 

While  there  are  a  few  ministries  such  as  the  Ministry  of  Health,  which  shares  the 
same  concerns  as  some  NGOs  on  the  impact  of  the  intellectual  property  provision  on  the 
affordability  of  medicine,  and  the  Ministry  of  Agriculture,  which  is  concerned  about  rice 
imports  from  other  TPP  members,  they  wield  little  political  influence  as  compared  to 
MITI.  At  the  conclusion  of  the  TPP  deal,  Malaysia,  led  by  MITI,  was  able  to  join  TPP 
while  leaving  its  Bumiputera  policies  untouched,  delaying  SOE  reform  by  at  least  five 
years,  and  exempting  Khazanah  from  ISDS  provisions  for  two  years  post-TPP 
implementation. 193 

b.  Assessment  of  First  Hypothesis  in  the  Case  of  Malaysia 

MITI  consulted  with  selected  stakeholders  and  took  some  of  the  non-state  interest 
groups’  concerns  into  account,  especially  sensitive  ones  such  as  government  procurement 
and  Bumiputera  policies,  when  negotiating  for  exclusions  from  some  TPP  provisions. 
These  protectionist  interest  groups  are  assessed  to  possess  moderate  political  influence  on 
the  government,  as  Prime  Minister  Najib  and  the  Malaysian  government  have  been 


190  Ibid.,  85. 
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unwilling  to  budge  on  these  sensitive  issues  so  as  to  continue  garnering  political  support 
from  UMNO  conservatives  and  the  Bumiputera  businessmen. 

Despite  these  protectionist  pressures  from  interest  groups  and  the  Malaysian 
government’s  unwillingness  to  fully  meet  the  government  procurement  and  SOE 
provisions,  these  pressures  were  not  sufficient  to  hinder  the  Malaysian  government  from 
joining  the  TPP.  While  accepting  that  Malaysia  still  has  some  way  to  go  in  terms  of 
economic  efficiency  and  liberalization  with  such  TPP  exclusions  in  exchange  for 
continued  political  support,  Prime  Minister  Najib  recognizes  that  Malaysia’s  TPP 
participation  is  imperative  to  kick-start  some  difficult  domestic  economic  reforms  to 
reduce  protectionism  and  improve  competitiveness  in  order  to  contribute  to  the  country’s 
economic  growth  and  development.194  In  addition,  both  Prime  Minister  Najib  and  MITI 
prioritized  potential  economic  gains  from  the  deal,  such  as  greater  and  improved  access 
to  huge  markets  in  the  United  States  and  Canada,  attracting  more  U.S.  EDI,  enjoying 
economies  of  scale,  and  being  an  important  part  of  the  regional  supply  chain.195  Based  on 
Plummer  and  Petri’s  2016  estimates,  Malaysia  is  expected  to  enjoy  substantial  gains, 
such  as  experiencing  annual  income  gains  of  US$52  billion  and  an  increase  in  exports  by 
US$99  billion  by  2030. 196  Therefore,  Malaysia’s  participation  in  the  TPP,  in  spite  of 
moderate  protectionism  from  state  and  non-state  actors,  offers  a  challenge  to  the  first 
hypothesis  that  higher  levels  of  support  for  protectionism  would  likely  deter  Southeast 
Asian  countries  from  joining  the  TPP. 

2.  Second  Hypothesis  for  Why  Malaysia  Joined  the  TPP:  Countries 

Supporting  a  Stronger  U.S.  Role  in  the  Asia-Pacific  Are  More  Likely 
to  Join  the  TPP 

Many  smaller  countries  in  Southeast  Asia,  including  Malaysia,  employ  the 
hedging  strategy  when  it  comes  to  the  geo-political  rivalry  between  the  superpowers,  the 

194  Nambiar,  “Is  the  TPP  Really  a  Leap  Forward  for  Malaysia?” 
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United  States  and  China.  This  hedging  strategy  means  that  countries  maintain  a  balanced 
relationship  between  both  regional  powers,  but  do  not  align  too  closely  with  either  of 
them,  as  they  cannot  afford  to  be  entrapped  in  the  major  power  competition.  Malaysia’s 
initial  acceptance  as  a  TPP  negotiating  member  in  2010  happened  slightly  before  Obama 
announced  his  rebalance  policy  in  2011  and  before  China’s  incursion  into  the  disputed 
maritime  area  in  2013,  so  Malaysia’s  desire  for  a  greater  U.S.  security  presence  could  not 
have  motivated  Malaysia  to  join  the  TPP  at  that  point  in  time.  Thereafter,  Malaysia 
reaffirmed  its  TPP  participation  in  spite  of  domestic  opposition  to  the  TPP  as  it  wants  the 
United  States  to  play  a  bigger  role  in  the  security  dimension,  especially  in  the  disputed 
territories  in  the  South  China  Sea. 

a.  View  of  the  U.S.  Security  Role  in  the  Asia-Pacific 

The  implication  of  the  United  States  joining  the  TPP  is  that  country  would  have 
significant  vested  economic  interests  in  maintaining  security  and  peace  in  the  region,  and 
the  United  States  would  play  a  larger  security  role  in  the  Asia-Pacific  to  act  as  a  balance 
against  the  rising  power  China.197  As  Washington’s  promotion  of  the  TPP  was  a  signal 
that  the  United  States  would  be  more  involved  in  the  security  realm,  smaller  states  such 
as  Malaysia  would  be  less  fearful  of  joining  this  trading  bloc,  and  more  assured  of  its 
security  vis-a-vis  China.198  China  has  become  increasingly  aggressive  in  the  region, 
especially  pertaining  to  alleged  sovereignty  in  the  South  China  Sea.  On  September  4, 
2013,  a  Chinese  Coast  Guard  vessel  anchored  near  South  Luconia  Shoal,  which  is  just  84 
nautical  miles  off  the  coast  of  Sarawak,  and  is  one  of  the  disputed  areas  between 
Malaysia  and  China.199  This  incursion  threatened  Malaysia’s  economic  and  energy 
security,  as  this  area  of  the  South  China  Sea  lies  within  Malaysia’s  Exclusive  Economic 
Zone  (EEZ)  and  holds  significant  oil  and  gas  reserves.200 
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Although  Malaysia  has  generally  remained  neutral  in  its  relationship  to  both 
powers,  Prime  Minister  Najib  has  been  observed  to  lean  ever  so  slightly  toward  the 
United  States.  Through  the  U.S.  rebalance  to  the  region  mainly  via  the  TPP,  Malaysia  has 
been  relying  on  U.S.  greater  influence,  in  light  of  China’s  growing  assertiveness  and 
encroachment  into  Malaysia’s  claimed  territorial  waters.201  While  joining  the  TPP  would 
bring  apparent  economic  rewards  to  Malaysia,  China’s  incursion  into  the  disputed 
maritime  area  and  the  U.S.  pivot  to  the  region  possibly  served  as  an  impetus  for  Prime 
Minister  Najib  to  reinforce  his  country’s  commitment  to  the  TPP  during  his  April  2014 
visit  to  the  United  States.202  Malaysia  is  more  likely  to  want  the  United  States  to  play  a 
bigger  security  role  through  the  rebalance,  and  has  reaffirmed  Malaysia’ s  participation  in 
the  TPP  to  move  closer  to  the  United  States  in  the  hopes  of  strengthening  its  security 
against  China.203  Even  so,  Malaysia’s  move  towards  the  United  States  is  very  subtle,  and 
this  can  be  observed  when  Malaysia’s  response  to  China’s  encroachment  into  its  disputed 
area  is  weaker  and  more  muted  as  compared  to  that  of  Vietnam  or  the  Philippines.204 

b.  View  of  the  U.S.  Economic  Role  in  the  Asia-Pacific 

Malaysia  also  applies  its  hedging  strategy  on  the  economic  front  between  the  two 
major  powers.  Given  the  U.S.  pivot  to  the  Asia-Pacific  region  under  the  Obama 
administration,  the  Malaysian  government,  through  the  TPP,  aimed  to  maximize 
economic  benefits  from  increased  U.S.  engagement  in  the  region.205  While  Prime 
Minister  Najib  sought  for  Malaysia’s  entry  into  the  TPP  to  bolster  his  NEM  and  ETP,  he 
also  sought  to  fulfill  the  economic  need  to  increase  Malaysia-U.S.  bilateral  trade  and 
inflow  of  American  capital  and  technology  into  the  country.  At  the  same  time,  Malaysia 
also  values  its  economic  ties  with  China  by  taking  part  in  China-led  economic  initiatives 
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such  as  the  AIIB  and  expressing  interest  in  China’s  One  Belt  One  Road  program.206 
China  is  Malaysia’s  largest  trading  partner  and  source  of  FDI,  and  Malaysia  has  even 
relied  on  China’s  SOE  to  bail  out  IMalaysia  Development  Berhad,  its  debt-ridden 
sovereign  wealth  fund.207 

Malaysia  relies  on  strong  economic  relations  with  both  China  and  the  United 
States  to  boost  its  economic  growth,  as  this  economic  support  is  deemed  crucial  for  Prime 
Minister  Najib  and  the  ruling  Barisan  Nasional’s  political  legitimacy.208  Given  this 
delicate  balancing  act  between  the  two  superpowers,  it  is  unlikely  that  Malaysia  would 
join  the  TPP  solely  in  the  hope  that  the  United  States  would  reduce  China’s  economic 
clout,  as  Malaysia  would  be  unwilling  to  sacrifice  economic  benefits  that  can  be  reaped 
from  both  economic  partners.  Malaysia  is  less  likely  to  want  the  United  States  to  take  on 
a  greater  economic  role  in  the  region  relative  to  China. 

c.  Assessment  of  Second  Hypothesis  in  the  Case  of  Malaysia 

Through  joining  the  TPP,  Malaysia  has  shifted  its  position  a  little  closer  to  the 
United  States  as  it  desires  that  country  to  play  a  larger  security  role  in  the  region,  in  the 
hopes  of  mitigating  China’s  assertiveness  in  the  South  China  Sea  somewhat.  In  the 
economic  realm,  Malaysia  is  not  likely  to  want  the  United  States  to  possess  a  bigger 
economic  role  in  the  region  and  exert  greater  economic  influence,  as  Malaysia  relies  on 
both  countries  to  sustain  its  economic  growth,  which  preserves  the  ruling  party’s  political 
legitimacy  and  power.  As  Malaysia  strongly  hedges  between  both  countries  in  its  broad 
foreign  policy,  and  as  Malaysia  was  accepted  as  a  TPP  member  in  2010  (both  before  the 
Obama  administration’s  deliberate  re-engagement  with  the  region  through  the  pivot  and 
before  China’s  incursion  in  the  disputed  area  in  2013),  Malaysia’s  desire  for  a  greater 
U.S.  security  presence  then  could  not  have  motivated  it  to  join  the  TPP.  The  evidence 

206  Rashaad  Ali,  “TPP  and  Malaysia:  New  Reality,  Missed  Opportunity,”  S.  Rajaratnam  School  of 
International  Studies  Commentary  no.  292  (December  1,  2016); 

Kuik  “Malaysia’s  US  Policy  under  Najib,”  144,  154-155. 

207  Kuik,  “Malaysia’s  Balancing  Act,”  New  York  Times ,  December  6,  2015, 
http://www.nytimes.com/2015/12/07/opinion/malaysias-balancing-act.html7_i-0. 

208  Kuik,  “The  Essence  of  Hedging:  Malaysia  and  Singapore’s  Response  to  a  Rising  China,” 
Contemporary  Southeast  Asia  30,  no.  2  (August  2008):  172. 


49 


weakly  supports  the  second  hypothesis  that  countries  supporting  a  stronger  U.S.  role  in 
the  Asia-Pacific  are  more  likely  to  join  the  TPP. 


3.  Assessment  of  Both  Hypotheses 

The  Malaysia  case  does  not  support  the  first  hypothesis:  Despite  interest  groups 
protesting  against  the  TPP  because  of  concerns  against  the  government  procurement, 
SMEs,  ISDS,  and  intellectual  property  provisions,  Prime  Minister  Najib  and  the 
Malaysian  government  joined  the  TPP  to  unlock  economic  benefits  from  the  trade  deal, 
as  well  as  to  lock  in  domestic  economic  reforms  in  Malaysia.  Malaysia  joined  the  TPP 
but  does  not  want  the  United  States  to  play  an  overall  bigger  role  in  the  region,  especially 
not  in  the  economic  realm  as  it  relies  on  both  the  United  States  and  China  for  its 
economic  growth.  As  Malaysia  does  desire  the  United  States  to  take  on  a  larger  security 
role  to  counter  China’s  increasing  assertiveness  through  the  TPP,  the  evidence  weakly 
supports  the  second  hypothesis. 

E.  CONCLUSION 

This  chapter  has  examined  why  Singapore,  Vietnam,  and  Malaysia  decided  to  join 
the  TPP.  Singapore  has  been  a  strong  proponent  of  the  TPP  as  this  trade-dependent  nation 
favors  trade  liberalization  for  its  economic  survival  and  has  virtually  no  protectionist 
pressure  from  the  government  or  non-state  groups.  It  also  expects  the  United  States  to  be 
more  closely  tied  to  the  region,  both  in  the  security  and  economic  realms,  and  has 
outwardly  called  for  the  United  States  to  remain  committed  to  the  TPP.  Singapore 
perceives  that  it  would  stand  to  gain  more  from  the  increased  U.S.  presence  in 
maintaining  stability  in  the  region,  relative  to  economic  benefits  from  the  trade  deal. 

Vietnam  joined  the  TPP  as  both  the  VCP  and  the  public  recognize  that  the  TPP  is 

essential  in  boosting  Vietnam’s  economy  through  further  integration  into  the  global 

economy  and  domestic  economic  reforms.  The  TPP  requires  these  reforms  in  order  for 

countries  to  meet  its  high  standards,  although  the  VCP  government  has  displayed  some 

form  of  short-term  protectionism  by  negotiating  for  exceptions  to  the  SOE  and  ‘yarn 

forward  rules  of  origin’  provisions.  Vietnam  also  remains  committed  to  the  TPP  as  it 

views  the  United  States  as  playing  a  greater  role,  especially  in  the  security  arena,  by 
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establishing  its  military  presence  that  could  mitigate  China’s  implied  threat  to  Vietnam’s 
sovereignty  in  the  South  China  Sea.  Vietnam  also  perceives  that  the  United  States  would 
counter  China’s  rising  economic  influence  in  the  region,  which  would  reduce  Vietnam’s 
economic  reliance  on  China. 

Malaysia  joined  the  TPP  as  Prime  Minister  Najib  is  a  firm  advocate  of  trade 
liberalization  and  wants  to  use  his  country’s  TPP  participation  to  facilitate  his  NEM  and 
ETP  initiatives  to  propel  the  Malaysian  economy  forward  to  becoming  a  high-income 
nation  by  2020.  This  is  despite  the  moderate  level  of  protectionist  pressure  from  interest 
groups  concerned  about  increased  foreign  competition  resulting  from  the  TPP  and 
impacting  Bumiputera  interests,  SOEs,  and  SMEs. 

On  balance,  the  evidence  from  Singapore  and  Vietnam  support  the  first 
hypothesis  that  countries  with  lower  levels  of  support  for  protectionism  are  more  likely  to 
join  the  TPP,  while  evidence  from  Malaysia  does  not.  Evidence  from  these  three  country 
cases  more  strongly  support  the  second  hypothesis  that  countries  that  desire  the  United 
States  to  play  a  bigger  role  in  the  Asia-Pacific  are  more  likely  to  join  the  TPP,  with 
evidence  from  Singapore  and  Vietnam  showing  that  this  is  the  case,  while  evidence  from 
Malaysia  weakly  supports  this  hypothesis. 
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III.  SOUTHEAST  ASIAN  COUNTRIES  NOT 
PARTICIPATING  IN  THE  TPP 


A.  INTRODUCTION 

This  chapter  explores  why  Indonesia,  the  Philippines,  and  Thailand  are  reluctant 
to  participate  in  the  TPP.  These  countries  did  not  join  the  TPP  despite  their  economies’ 
varying  levels  of  dependence  on  trade,  as  shown  in  Table  2. 


Table  2.  Trade-to-GDP  ratios  of  Southeast  Asian  countries  that  did  not  join  the  TPP. 

Adapted  from  The  World  Bank  at 
http://data.worldbank.org/indicator/NE.TRD.GNFS.ZS. 


Southeast  Asian  country  that  did  not 
join  the  TPP 

Trade-to-GDP  ratio  (2016) 

Indonesia 

37% 

The  Philippines 

65% 

Thailand 

123% 

Two  main  reasons  could  explain  why  these  Southeast  Asian  nations  are  hesitant  to 
join  the  TPP.  First,  as  noted  previously,  countries  with  higher  levels  of  support  for 
protectionism  are  less  likely  to  join  the  TPP.  In  such  cases,  domestic  protectionist  interest 
groups  tend  to  possess  greater  political  strength  in  lobbying  against  their  governments 
joining  the  TPP.  Furthermore,  the  government  or  leader  of  the  country  might  possess 
little  political  will  to  utilize  TPP  participation  to  embark  on  or  speed  up  domestic 
economic  reforms  to  reduce  protectionism.  The  World  Integrated  Trade  Solutions 
simulation  model  has  estimated  that,  for  both  Indonesia  and  Thailand,  joining  the  TPP 
would  likely  result  in  a  worse  trade  balance  as  compared  to  not  participating  in  the  TPP, 
which  might  reinforce  the  government’s  will  to  maintain  the  protectionism. 
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Table  3.  World  Integrated  Trade  Solutions  simulation  model  estimates 


Trade  balance  with  TPP 

member  nation 

Stay  out  of  the  TPP 

Join  the  TPP 

Indonesia3 

Surplus  of  US$2  billion 

Deficit  of  US$  19  million 

Thailand13 

Surplus  of  US$8  billion 

Surplus  of  US$  6.5  billion 

“Pritish  Kumar  Sahu,  “Insight:  Trans-Pacific  Partnership:  Should  Indonesia  Join  It  or  Not?” 

Jakarta  Post,  February  18,  2016,  http://www.thejakartapost.com/news/2016/02/18/insight-trans- 
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Second,  countries  not  supporting  a  stronger  U.S.  role  in  the  Asia-Pacific  are  less 
likely  to  join  the  TPP.  Countries  adopting  this  stance  may  fear  U.S.  military  presence 
would  antagonize  China  and  lead  to  a  possible  superpower  rivalry.  The  second  motivator 
may  be  that  these  countries  do  not  want  the  United  States  to  assume  a  larger  economic 
role  in  the  region  as  this  would  overshadow  the  regional  leadership  role  that  they  expect 
and  want  ASEAN  to  play  in  the  economic  realm. 

As  in  the  previous  chapter,  for  each  country  analysis,  I  look  at  each  nation’s 
general  stance  on  trade  and  FT  As  and  view  of  the  TPP,  and  examine  the  reasons  for 
Indonesia,  the  Philippines,  and  Thailand’s  reluctance  to  join  the  TPP.  This  examination  is 
based  on  two  hypotheses:  Countries  with  higher  levels  of  support  for  protectionism  are 
less  likely  to  join  the  TPP;  and  countries  that  do  not  support  a  greater  U.S.  role  in  the 
Asia-Pacific  are  less  likely  to  take  part  in  the  TPP.  This  chapter  shows  that  the  evidence 
gathered  from  the  Indonesia  and  Thailand  cases  supports  both  hypotheses,  while  evidence 
from  the  Philippines  case  only  partially  supports  both  hypotheses. 

B.  INDONESIA 

This  case  study  on  Indonesia  will  cover  its  general  stance  towards  trade  and 
FT  As,  its  position  on  TPP,  and  show  that  the  evidence  supports  both  hypotheses  on  its 
reluctance  to  join  the  TPP. 


54 


1. 


Indonesia’s  Stance  on  Trade  and  FTAs 


As  the  largest  economy  in  Southeast  Asia,  Indonesia  focuses  and  relies  more  on 
its  huge  domestic  market  for  its  economic  growth,  and  depends  less  so  on  exports  as 
compared  to  other  countries  such  as  the  Philippines  or  Thailand..  This  is  shown  by  one  of 
the  lowest  trade-to-GDP  ratios  of  37%  in  Southeast  Asia.209  It  is  a  member  of  the  WTO, 
and  has  participated  in  the  multilateral  trading  system  within  the  WTO  framework  since 
it  first  joined  in  1995. 210  As  part  of  its  Masterplan  for  Acceleration  and  Expansion  of 
Indonesia’s  Economic  Development,  Indonesia  has  been  relying  on  economic  integration, 
through  the  ASEAN-China  FTA  (ACFTA)  and  planned  ASEAN  Economic  Community, 
to  raise  its  competitiveness.211 

Indonesia  has  become  more  active  in  pursuing  FTAs  in  recent  years.  Aside  from 
participating  in  RTAs  with  China,  Japan,  Korea,  India,  and  Australia  and  New  Zealand  as 
part  of  ASEAN,  Indonesia  has  two  bilateral  FTAs — the  Indonesia- Japan  Economic 
Partnership  Agreement  signed  in  2007  and  Pakistan-Indonesia  FTA  signed  in  20 13.212 
Indonesia  also  signed  a  TIFA  with  the  United  States  in  1996. 213  Indonesia  is  also 
currently  in  FTA  negotiations  with  the  United  States,  India,  Iran,  Chile,  Turkey,  Tunisia, 
Egypt,  Australia,  and  South  Korea.214  For  regional  trade  agreements,  Indonesia 


209  World  Bank,  “Trade  (%  of  GDP),”  accessed  July  1,  2017, 
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prioritizes  RCEP  negotiations,  while  also  seeking  to  conclude  negotiations  with  the  EU  to 
form  the  Indonesia-EU  CEPA,  and  with  Iceland,  Liechtenstein,  Switzerland,  and  Norway 
to  form  the  Indonesia-EFTA  Comprehensive  Economic  Partnership  Agreement  (IE- 
CEPA).215 

2.  Indonesia’s  Stance  on  the  TPP 

Indonesia  has  been  hesitant  to  join  the  TPP.216  Given  its  past  inclination  to  rely 
on  its  domestic  market  and  the  recent  shift  in  mindset  toward  openness  and  economic 
integration,  this  has  resulted  in  Indonesia’s  ambivalence  toward  the  TPP.217  During  the 
era  of  former  President  Susilo  Bambang  Yudhoyono  (SBY),  Indonesia  showed  little 
interest  in  participating  in  the  TPP  and  declared  in  2011  that  it  would  not  join  the  trade 
pact  as  Indonesia  had  not  conducted  rigorous  evaluation  of  the  TPP’s  impact  on  the 
country’s  trade,  investment,  and  employment.218  Former  Trade  Minister  Gita  Wirjawan 
echoed  SBY’s  sentiment,  stating  that  the  country  was  not  economically  ready  and 
competitive  to  do  so.219  In  2013,  toward  the  end  of  SBY’s  presidency,  the  Indonesian 
government  shifted  its  stance  and  expressed  interest  in  joining  TPP  negotiations,  but 
made  joining  conditional  on  successful  RCEP  and  Indonesia-South  Korea  FT  A 
negotiations.220 
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210  Yose  Rizal  Damuri,  “Trade  Policy  in  Swing:  Indonesia’s  Attitude  to  Liberalization  and  the  TPP,” 
East  Asia  Forum,  March  19,  2014,  http://www.eastasiaforum.org/2014/03/19/trade-policy-in-swing- 
indonesias-attitude-to-liberalisation-and-the-tpp/. 

217  Damuri,  “Trade  Policy  in  Swing.” 
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The  current  President  Joko  Widodo,  also  known  as  Jokowi,  prioritized  pursuing 
economic  diplomacy  for  his  country’s  economic  and  social  development.221  In  October 
2015,  Jokowi  declared  at  a  meeting  with  former  U.S.  President  Barack  Obama  that 
Indonesia  intended  to  join  the  TPP  to  help  his  country  reach  its  full  economic  potential  by 
increasing  business  efficiency  and  product  quality.222  Indonesia  formed  a  special 
committee  in  February  2016  to  study  the  effects  of  joining  the  TPP,  and  the  government 
is  looking  into  law  reforms  to  adhere  to  TPP  standards.223  Former  Trade  Minister 
Thomas  Lembong  said  in  2016  that  Indonesia  would  join  the  TPP  after  two  years  of 
preparations.224  While  these  may  seem  like  a  positive  step  toward  joining  the  trade  pact, 
Jokowi  still  seems  to  be  torn  between  Indonesia  having  greater  access  to  larger  markets 
and  other  TPP  members  having  access  to  Indonesia’s  huge  market,  which  might  affect  its 
trade  balance  with  these  countries.225 

3.  First  Hypothesis  for  Indonesia’s  Reluctance  to  Join  the  TPP: 

Countries  with  More  Support  for  Protectionism  Are  Less  Likely  to 
Join  the  TPP 

During  the  SBY  presidency,  both  the  government  and  domestic  interest  groups 
showed  a  high  level  of  support  for  protectionism,  which  contributed  to  Indonesia’s 
reluctance  to  join  the  TPP.  Even  though  president  Jokowi  has  declared  his  intention  for 
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Indonesia  to  join  the  TPP  for  the  country’s  economic  growth  and  development,  the 
unclear  costs  and  benefits  would  make  it  challenging  for  him  to  garner  the  necessary 
political  support  for  joining  the  trade  pact. 

a.  Degree  of  Political  Strength  of  Domestic  Protectionist  Interest  Groups 

Many  interest  groups,  such  as  Indonesia’s  business  groups  and  NGOs,  have 
voiced  their  opposition  to  the  TPP.  This  is  in  contrast  to  a  small  number  of  groups,  such 
as  the  Indonesian  Textile  Association,  that  are  supportive  of  the  country  joining  the  TPP. 

Domestic  business  groups  have  resisted  Indonesia’s  FT As,  especially  the  TPP,  on 
the  basis  of  relatively  lower  competitiveness  as  compared  to  other  TPP  members.  They 
are  concerned  about  the  negative  impact  of  the  TPP  on  two  fronts:  cheaper  imports  would 
enter  the  Indonesian  market  more  easily,  crowd  out  less  competitive  domestic  products, 
and  possibly  disrupt  the  domestic  manufacturing  industry;  and  Indonesian  manufactured 
exports  to  other  TPP  trading  nations  would  also  face  intense  competition  from  foreign 
goods.226  Joining  the  TPP  would  require  trade  liberalization  and  massive  restructuring  of 
Indonesia’s  business  regulations.  This  would  disadvantage  inefficient  and  anti¬ 
competitive  domestic  enterprises,  impede  their  domestic  recovery,  and  explain  their 
inherent  protectionism,  as  some  of  them  are  still  reeling  from  the  negative  effects  of  the 
Asian  Financial  Crisis.227  They  prefer  the  RCEP  over  TPP  as  RCEP  allows  for  greater 
flexibility  and  takes  into  account  different  levels  of  economic  development.228  These 
groups  have  couched  the  protection  of  their  domestic  sectors  as  economic  nationalism, 
and  it  has  been  observed  that  both  Jokowi  and  Gerindra  Chairman  and  former 
presidential  contender  Prabowo  Subianto  declared  that  they  would  preserve  Indonesian 
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economic  independence  to  gamer  their  respective  political  support  during  the  Indonesian 
presidential  election  held  in  2014. 229 

A  few  NGOs  have  also  voiced  their  opposition  to  Indonesia’s  intent  to  join  the 
TPP.  Third  World  Network  in  Jakarta,  an  international  network  of  organizations  that  aims 
to  understand  challenges  facing  developing  countries  and  contribute  to  the  country’s 
policy  changes,  does  not  agree  that  liberalizing  government  procurement  projects  and 
opening  them  up  to  foreign  companies  would  reduce  corruption;  in  fact,  the  foreign 
enterprises  would  take  over  bribery  of  the  state  from  local  companies  in  order  to  secure 
those  government  procurement  tenders.230  Third  World  Network  also  shares  the  same 
concern  with  domestic  business  groups  that  Indonesian  SMEs  would  struggle  to  keep 
afloat  in  the  domestic  market,  and  they  have  little  experience  in  entering  foreign 
markets.231  In  addition,  Third  World  Network  warned  that  the  ISDS  provision  would 
allow  multinational  corporations  to  challenge  government  policies  on  local  employment 
and  in  turn  undermine  the  sovereignty  of  the  Indonesian  state.232  Indonesia  for  Global 
Justice  also  highlighted  that  the  TPP  only  benefits  large  corporations  that  would  enter  the 
Indonesian  market  and  limit  the  state’s  ability  to  implement  policies  in  the  interest  of  the 
local  population,  primarily  due  to  the  ISDS  provision.233 

Although  the  Indonesian  Textile  Association  is  one  of  the  few  parties  that  will 
benefit  from  Indonesia’s  TPP  participation  through  lower  tariffs  imposed  on  Indonesian 
textiles,  its  benefits  would  be  limited  because  of  the  “yarn-forward”  rule  of  origin  clause 
that  mandates  that  raw  materials  used  in  textiles  originate  from  TPP  countries  only, 
which  implies  that  textile  producers  would  have  to  switch  from  lower-cost  materials  from 
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China  to  higher  priced  ones  from  TPP  nations.234  The  overwhelming  dissatisfaction  with 
the  TPP  from  these  domestic  protectionist  non-state  interest  groups  has  exerted  a 
moderate  level  of  influence  over  the  Indonesian  government.  This  influence  is  reflected 
in  the  government’s  reluctance  to  join  this  mega-regional  trade  agreement,  which  entails 
huge  economic  restructuring  and  reforms  to  promote  adherence  to  its  various  contentious 
terms. 


b.  Degree  of  Political  Will  of  Government  to  Maintain  Protectionism 

SBY  did  not  want  Indonesia  to  join  the  TPP  because  he  prioritized  ASEAN- 
centered  trade  agreements,  such  as  the  upcoming  ASEAN  Economic  Community  and 
being  involved  in  RCEP  negotiations.235  While  ASEAN  was  the  main  priority  for 
Indonesia,  another  reason  for  SBY’s  reluctance  to  participate  in  TPP  talks  was  the 
doubling  of  Indonesia’s  trade  deficit  with  China  that  resulted  within  a  year  of 
implementing  the  ACFTA.236  In  addition,  SBY  felt  that  Indonesia  was  not  ready  to  join 
such  a  high-standard  RTA,  and  that  Indonesia  would  lose  out  from  lower  export 
competitiveness  and  greater  inflow  of  cheaper  foreign  goods,  as  the  TPP  would  not  cater 
to  different  economic  development  levels  of  the  various  countries.237 

Other  government  officials  and  lawmakers  have  expressed  immense  reluctance 
for  the  country  to  join  the  TPP  because  they  believe  that  Indonesia  needs  to  improve  its 
competitiveness  first,  by  addressing  inadequate  and  low-quality  infrastructure  problems, 
before  further  opening  the  economy  up  and  facilitating  local  producers  to  expand  into 
overseas  markets.238  They  end  up  in  a  vicious  cycle  where  protective  state  intervention 
and  a  continual  reliance  on  the  large  domestic  market  can  appear  to  tackle  market  failure, 
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while  actually  allowing  some  Indonesian  elites  to  hold  onto  monopolies  of  wealth.239 
Local  producers  would  continue  to  be  dependent  on  state  protection  and  would  speak  out 
against  economic  reforms  and  restructuring  required  for  TPP  admission  that  might 
threaten  their  businesses.240  Gerindra  Chairman  Prabowo  and  Megawati  Sukarnoputri, 
the  Indonesian  Democratic  Party  of  Struggle  Chairman,  shared  similar  sentiments  that 
inadequate  infrastructure  and  poor  education,  welfare,  and  legal  systems  would  put 
Indonesia  at  a  disadvantage  relative  to  other  TPP  partners.241 

The  main  change  required  for  Indonesia’s  accession  to  the  TPP  would  be  for  the 
country  to  privatize  SOEs  to  adhere  to  the  TPP  provision  concerning  SOEs.  The 
Indonesian  government  has  for  a  long  time  relied  on  SOEs  to  boost  economic  growth  and 
they  are  a  symbol  of  economic  nationalism.242  The  chairman  of  House  Commission  VI 
Achmad  Hafisz  Tohir  has  explained  that  privatizing  SOEs  would  go  against  one  of  the 
constitution’s  articles  that  the  state  has  to  manage  production  entities  that  are  vital  and 
affect  people’s  lives.243  What  further  contributes  to  SOE-linked  personalities’  opposition 
to  the  TPP  is  that  they  would  lose  the  legal  and  economic  privileges  usually  accorded  to 
SOEs  as  compared  to  private  firms.244  To  secure  their  rent-seeking  interests  through 
SOEs  or  other  private  firms,  some  powerful  political  and  business  figures  would  exert 
political  strength  to  block  the  country’s  bid  for  the  TPP,  as  the  introduction  of  foreign 
competition  and  freer  trade  in  Indonesia  would  render  these  SOEs  and  private  enterprises 
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less  competitive.245  This  would  make  it  very  challenging  for  parts  of  the  government  that 
are  pro-TPP  to  embark  on  effective  economic  reforms.  During  the  SBY  era,  there  was 
stronger  governmental  support  for  protectionism,  which  has  held  the  country  back  from 
participating  in  the  TPP. 

In  contrast,  under  the  Jokowi  presidency,  both  President  Jokowi  and  former  Trade 
Minister  Thomas  Lembong  have  exhibited  some  political  will  to  lower  protectionism  to 
facilitate  the  country’s  entry  into  TPP  negotiations.  Given  Jokowi’ s  priority  in  economic 
diplomacy,  Indonesian  ambassadors  have  been  tasked  to  promote  Indonesian  exports  in 
their  respective  countries.246  A  marked  shift  away  from  nationalist  economic  policies, 
such  as  caution  against  FT  As,  has  been  observed  when  Jokowi  announced  his  intention 
for  Indonesia  to  take  part  in  TPP  negotiations.247  As  part  of  Jokowi’s  strategy  to  open  up 
Indonesia’s  economy  and  attract  foreign  investment,  the  government  has  introduced  five 
deregulation  packages,  implemented  tax  reform,  and  done  away  with  regulations  that 
made  it  compulsory  for  foreign  workers  to  master  the  Indonesian  language.248  Joining  the 
TPP  would  also  enable  Jokowi  to  deliver  on  his  presidential  campaign  promise  to  reduce 
cronyism  by  allowing  the  government  procurement  provision  in  the  TPP  to  kick  in  and 
provide  a  level  playing  field  to  foreign  companies  and  SOEs  alike.249  This  would  most 
likely  limit  privileges  usually  enjoyed  by  Indonesian  elites  who  have  links  to  SOEs. 
Jokowi  was  more  favorable  toward  his  country’s  participation  in  the  TPP  when  he 
selected  Thomas  Lembong,  who  was  based  in  Singapore  as  a  private  sector  investment 
fund  manager,  as  his  Trade  Minister.250  Lembong  expressed  confidence  that  Indonesia 
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could  be  ready  to  join  the  TPP  within  two  years  from  20 15. 251  He  warned  that  if 
Indonesia  chose  to  stay  out  of  the  trade  pact,  it  would  miss  out  on  potential  benefits  of 
gaining  greater  market  access  to  other  TPP  members,  and  suffer  economic  losses  because 
of  lower  competitiveness  in  the  textile  industry  relative  to  other  TPP  countries  such  as 
Malaysia  and  Vietnam.252 

Nevertheless,  the  threat  of  potential  export  losses  appears  limited  as  Indonesia 
faces  direct  competition  only  from  Vietnam  and  Malaysia.253  It  is  also  unclear  how 
joining  the  TPP  would  directly  provide  economic  benefits,  as  according  to  the  World 
Integrated  Trade  Solutions  simulation  model,  Indonesia’s  trade  surplus  of  $2  billion  with 
TPP  countries  would  become  a  trade  deficit  of  $19  million,  despite  a  rise  in  exports  to 
TPP  countries  against  an  even  bigger  increase  in  imports  from  the  same  countries.254 
Furthermore,  if  weighed  against  the  potential  losses  from  other  TPP  provisions,  such  as 
intellectual  property,  which  would  raise  medicine  prices  and  costs  of  inputs  for 
Indonesian  farmers  and  manufacturers,  it  seems  that  joining  the  TPP  might  entail  more 
costs  than  benefits.255  This  would  prove  difficult  for  Jokowi  to  gain  the  support  of  the 
Indonesian  legislature  in  joining  the  trade  deal. 

This  demonstrates  that  there  was  stronger  political  will  from  the  state  during  the 
SBY  era  to  hold  back  from  joining  the  TPP,  even  though  SBY  expressed  interest  in 
joining  toward  the  end  of  his  presidency.  As  for  Jokowi,  although  he  has  clearly  wanted 
Indonesia  to  join  the  TPP,  the  unclear  costs  and  benefits  of  doing  so  might  contribute  to 
his  relatively  weaker  political  will  in  pushing  for  the  country’s  participation  in  the  TPP. 
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c.  Assessment  of  First  Hypothesis  in  the  Case  of  Indonesia 

High  levels  of  support  for  protectionist  policies  have  hindered  Indonesia  from 
committing  to  the  trade  pact.  Although  Jokowi  displayed  some  political  will  and 
announced  his  intention  for  Indonesia  to  join  the  TPP,  greater  protectionism  was 
observed  during  the  SBY  presidency,  mainly  because  personal  economic  interests  in 
SOEs  would  be  threatened  by  Indonesia’s  participation  in  the  TPP.  Domestic  business 
groups  and  NGOs  have  also  exerted  some  influence  on  the  government’s  reluctance  to 
join  the  TPP,  as  those  groups  that  would  end  up  being  less  competitive  would  be  most 
negatively  affected  by  the  introduction  of  greater  foreign  competition  and  trade 
liberalization.  This  would  trigger  calls  for  economic  nationalism,  which  would  limit  the 
government’s  political  will  to  push  on  with  the  TPP  as  they  require  the  political  support 
of  these  domestic  interest  groups.  The  evidence  presented  strongly  supports  the 
hypothesis  that  countries  with  greater  support  for  protectionism  are  less  likely  to  join  the 
TPP. 


4.  Second  Hypothesis  for  Indonesia’s  Reluctance  to  Join  the  TPP: 

Countries  Not  Supporting  a  Stronger  U.S.  Role  in  the  Asia-Pacific  Are 
Less  Likely  to  Join  the  TPP 

As  one  of  the  founders  of  the  Non-Aligned  Movement,  Indonesia’s  foreign  policy 
has  been  described  as  ‘rowing  between  two  reefs.’256  Its  ‘free  and  active  foreign  policy’ 
is  similar  to  other  Southeast  Asian  countries’  strategy  of  hedging,  in  which  Indonesia 
maintains  peaceful  bilateral  relations  with  both  the  United  States  and  China  without 
aligning  with  either  power.257  While  it  has  a  Comprehensive  Strategic  Partnership  with 
each  country,  it  does  not  have  military  alliances  with  either  of  them.258  Its  main  interest 
is  to  maintain  a  flexible  balance  of  power  where  rising  powers  such  as  China  and  Japan 
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can  emerge  peacefully  without  threatening  regional  security.259  As  Indonesia  strongly 
emphasizes  ASEAN’s  regional  leadership  role  in  the  Asia-Pacific,  and  because  it 
perceives  itself  as  the  leading  nation  in  ASEAN,  it  does  not  desire  the  United  States  to 
take  on  a  larger  role  in  the  region  that  would  undermine  ASEAN  leadership  and 
centrality,  both  in  the  security  and  economic  spheres. 

a.  View  of  the  U.S.  Security  Role  in  the  Asia-Pacific 

Apart  from  SBY’s  opposition  to  the  TPP  on  the  basis  that  Indonesia  was  not  ready 
for  a  WTO-Plus  FT  A  and  that  ASEAN  should  be  the  main  regional  institution  to  focus 
on,  he  was  also  wary  that  signing  on  to  the  TPP  might  signal  to  the  world  that  Indonesia 
is  leaning  towards  the  United  States,  as  the  TPP  excludes  China  at  the  present 
moment.260  Another  reason  for  Indonesia’s  reluctance  to  join  the  TPP  could  be  attributed 
to  its  attitude  toward  the  U.S.  security  role  in  Asia-Pacific,  specifically  in  the  contentious 
South  China  Sea.  Although  both  Indonesia  and  the  United  States  promote  peaceful 
dispute  settlement  according  to  international  law,  especially  the  UN  Convention  on  the 
Law  of  the  Sea  (UNCLOS),  Indonesia  did  not  see  eye-to-eye  with  the  United  States 
conducting  freedom  of  navigation  operation  (FONOP)  in  the  South  China  Sea, 
particularly  in  some  waterways  in  the  Indonesian  archipelago.261  This  was  despite 
China’s  aggressive  actions,  which  threaten  Indonesia’s  maritime  sovereignty,  such  as 
encroaching  on  Indonesia’s  Natuna  Island  EEZ  in  2010  and  2013,  to  which  the 
Indonesian  government  chose  to  respond  with  quiet  diplomacy.262 

Even  though  the  United  States  is  the  predominant  global  naval  power,  Indonesia 
had  concerns  that  the  U.S.  FONOP  in  its  archipelago  might  undermine  its  maritime 
sovereignty  and  interests  in  the  surrounding  waters.263  For  example,  Jokowi’s  response  to 
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the  U.S.  FONOP  near  one  of  China’s  artificial  islands  on  October  27,  2015,  was  for  all 
countries  to  ‘exercise  restraint.’264  Another  example  is  that  even  though  Jokowi  visited 
the  Natuna  islands  in  June  2016  to  send  a  signal  to  China  that  the  Natuna  islands  belong 
to  Indonesia,  his  action  did  not  imply  that  Indonesia  the  United  States  to  play  a  greater 
security  role  in  the  region,  as  the  visit  was  followed  by  clarifications  and  reassertions  that 
Indonesia  values  its  strong  diplomatic  relationship  with  China.265  In  fact,  Indonesia  not 
only  does  not  expect  security  guarantees  from  the  United  States,  it  also  does  not  want  the 
United  States  to  dominate  the  Asia-Pacific  security  realm  and  tilt  the  balance  of  power 
too  far  toward  the  United  States,  for  fear  of  exacerbating  a  U.S. -China  geopolitical  rivalry 
that  might  undermine  the  status  quo  of  regional  stability  that  Indonesia  greatly 
cherishes.266  Participating  in  the  TPP  might  demonstrate  Indonesia’s  support  for  the  U.S. 
pivot  toward  the  Asia-Pacific,  which  others  might  perceive  as  a  U.S.  attempt  to  check 
China’s  rising  power  and  influence  in  the  region. 

b.  View  of  the  U.S.  Economic  Role  in  the  Asia-Pacific 

Indonesia  places  a  lot  of  emphasis  on  ASEAN  centrality,  as  it  perceives  ASEAN 
as  the  regional  leader  in  the  Asia-Pacific  and  itself  as  the  leading  nation  in  ASEAN.  It  has 
played  an  important  role  in  creating  new  regional  institutions  such  as  the  East  Asia 
Summit  (EAS)  and  ASEAN  Defense  Ministers’  Meeting  (ADMM)  and  wanted  the 
United  States  to  be  involved  in  the  region’s  institutions  by  inviting  that  country  to  join 
them.267  It  also  perceives  itself  as  assuming  the  position  of  economic  leader  in  the  region 
and  therefore  places  greater  importance  on  the  ASEAN  Economic  Community  (AEC) 
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and  RCEP,  initiatives  that  are  led  by  ASEAN.  Indonesia  did  not  join  the  TPP  readily  as 
doing  so  would  undermine  ASEAN  centrality  and  leadership  and  demonstrate  a  shift  of 
leadership  in  regional  trade  integration  from  ASEAN  to  the  United  States,  which 
Indonesia  does  not  desire.268 

Although  the  United  States  is  not  part  of  RCEP,  Indonesia  favors  this  RTA  over 
TPP  as  ASEAN  is  in  the  driver  seat  leading  negotiations  and  setting  trade  rules  for  the 
region.269  In  addition,  the  United  States  has  not  always  been  a  supporter  of  ASEAN¬ 
centric  institutions,  as  it  feels  the  ASEAN  Way  prioritizes  consensus  and  non¬ 
interference  that  sometimes  are  in  the  way  of  effective  decision  making.270  Therefore, 
Indonesia  does  not  want  the  United  States  to  play  a  larger  economic  role,  especially  a 
leadership  one,  in  the  region,  and  Indonesia  is  concerned  that  joining  the  TPP  would 
allow  the  United  States  to  overshadow  ASEAN  as  the  dominant  economic  force  in  the 
Asia-Pacific  region. 

c.  Assessm  ent  of  Second  Hypothesis  in  the  Case  of  Indonesia 

There  is  strong  evidence  that  supports  the  hypothesis  that  countries  not  favoring  a 
stronger  U.S.  role  in  the  Asia-Pacific  are  less  likely  to  join  the  TPP.  In  the  security 
dimension,  the  Indonesian  government  is  cautious  about  the  geopolitical  implications  of 
joining  a  U.S. -led  TPP  that  leaves  out  China,  as  Indonesia  might  veer  from  its  non- 
aligned  foreign  policy  and  hedging  strategy.  In  the  spirit  of  ‘rowing  between  two  reefs,’ 
Indonesia  has  generally  engaged  in  quiet  diplomacy  by  neither  lashing  out  militarily  at 
China’s  aggressive  moves  in  the  South  China  Sea,  nor  viewing  U.S.  FONOP  favorably. 
In  the  economic  sphere,  Indonesia  values  ASEAN  as  the  key  institution  in  establishing  its 
economic  presence  through  regional  trade  integration,  such  as  the  RCEP  and  the  AEC, 
and  fears  that  the  United  States  would  dictate  the  liberal  economic  order  in  the  region. 
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5.  Assessment  of  Both  Hypotheses 

Evidence  from  the  Indonesia  case  strongly  supports  both  hypotheses:  it  is 
reluctant  to  join  the  TPP  because  of  high  levels  of  support  for  protectionism  from  both 
the  state  and  domestic  interest  groups  under  former  president  SBY,  and  despite  President 
Jokowi  expressing  keen  interest  in  joining  the  TPP;  it  is  also  hesitant  to  commit  to  the 
TPP  due  to  fears  that  the  United  States  will  overshadow  Indonesia  as  the  leader  of 
ASEAN  and  the  regional  leadership  role  that  Indonesia  perceived  ASEAN  to  play  in  both 
the  security  and  economic  institutions. 

C.  THE  PHILIPPINES 

This  section  looks  at  the  Philippines’  view  on  trade  and  FT As  and  its  stance  on 
the  TPP,  and  examines  the  reasons  behind  its  hesitation  to  join  the  TPP. 

1.  The  Philippines’  Stance  on  Trade  and  FTAs 

The  Philippines  has  a  relatively  open  trade  regime,  with  a  trade-to-GDP  ratio  of 
65%. 271  Since  signing  on  to  the  WTO  in  1995,  it  has  placed  importance  on  developing  a 
more  open,  transparent,  and  competitive  environment  by  implementing  a  liberalization 
program  under  the  Tariff  Reform  Program  since  the  1980s.272  The  Philippines  has  a 
preference  for  multilateral  trade  agreements  relative  to  bilateral  ones.273  Like  all  other 
Southeast  Asian  countries,  the  Philippines,  as  part  of  ASEAN,  signed  RTAs  with  China, 
Japan,  Korea,  India,  and  Australia  and  New  Zealand.  The  Philippines  has  two  bilateral 
FTAs — the  first  is  the  Philippines- Japan  Economic  Partnership  Agreement  (PJEPA), 
which  entered  into  force  in  2008,  and  the  second  is  the  FT  A  between  the  Philippines  and 
the  EFT  A  member  states  (Iceland,  Liechtenstein,  Norway,  and  Switzerland),  which  was 
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signed  in  20  1  6. 274  Since  the  implementation  of  the  PJEPA,  Japan  has  become  the 
Philippines’  largest  trade  partner;  the  Philippines  has  enjoyed  a  19%  increase  in  total 
trade  with  Japan,  and  a  53%  increase  in  its  exports  to  Japan.275  The  PH-EFTA,  once 
ratified,  will  enable  the  Philippines  to  enjoy  tariff  concessions  on  almost  all  Philippine 
agricultural  exports  to  EFT  A. 276 

The  Philippines  is  currently  negotiating  RCEP  and  an  FTA  with  the  EU.277  As  the 
EU  is  the  Philippines’  fourth  largest  trading  partner  and  fourth  largest  export  market  in 
2016,  the  Philippines  prioritizes  the  PH-EU  FTA  in  order  to  take  advantage  of  the  better 
market  access  and  also  to  catch  up  with  other  Southeast  Asian  countries  that  are  also 
negotiating  FTAs  with  the  EU.278  The  Philippines  prefers  to  focus  on  the  RCEP  as  the 
government  thinks  it  would  benefit  more  from  this  trade  pact,  relative  to  the  TPP.279 

2.  The  Philippines’  Stance  on  the  TPP 

In  2010,  former  President  Benigno  Aquino  III  and  his  administration  first  showed 
interest  in  the  Philippines  joining  the  TPP.280  After  the  latest  addition  of  Japan  to  the 
TPP,  the  Philippines  became  more  enthusiastic  about  joining  the  TPP  in  2014  as  Japan 
and  the  United  States  are  two  of  the  country’s  largest  trade  partners,  contributing  to  20% 
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and  13%  of  the  Philippines’  exports,  respectively.281  Former  trade  minister  Gregory 
Domingo  stated  that  the  Philippines  had  “no  choice”  but  to  use  the  TPP  as  a  gateway  to 
bigger  markets  such  as  the  United  States  and  South  America,  and  would  lose  out  to 
neighboring  countries  that  are  part  of  the  TPP  if  it  does  not  manage  to  join  the  trade 
pact.282 

However,  the  Philippines  did  not  join  the  TPP  during  Aquino’s  presidency  (2010- 
2016)  despite  its  keen  interest  to  do  so.283  Both  Aquino  and  Domingo  expressed  concern 
that  the  country  would  not  be  able  to  meet  the  high  TPP  standards,  such  as  those  that 
apply  to  intellectual  property  rights  and  environmental  protection.284  In  order  for  the 
Philippines  to  adhere  to  some  TPP  provisions,  such  as  opening  its  domestic  market  to 
foreign  entities,  the  Philippines  would  have  to  amend  economic  provisions  in  its 
constitution,  as  the  constitution  currently  protects  the  country’s  national  independence 
and  resources.285  Examples  of  constitutional  limitations  are  restrictions  in  foreign 
ownership  of  land  (foreigners  are  not  allowed  to  own  any  land)  and  businesses 
(foreigners  are  only  allowed  to  own  up  to  40%  of  businesses).286  Aquino  officially  did 
not  want  changes  to  the  constitution,  and  this  would  make  it  difficult  for  the  Philippines 
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to  fulfill  the  various  TPP  provisions  to  open  up  its  economy.287  Domingo  said  that  one 
way  around  it  was  to  request  flexibility  for  the  Philippines  to  be  able  to  comply  with  TPP 
provisions  without  changing  any  part  of  the  constitution.288  Nonetheless,  the  Aquino 
administration  made  progress  in  its  bid  for  the  trade  pact,  such  as  holding  technical 
consultations  in  the  United  States,  in  early  2014,  and  consulting  with  six  TPP  nations  in 
20  1  5. 289 

Under  the  current  Philippines  administration  since  2016,  President  Rodrigo 
Duterte  has  adopted  a  starkly  different  stance  to  that  of  Aquino.  He  rejected  the  TPP, 
stating  that  the  Philippines  at  this  level  of  economic  development  was  not  qualified  to 
join  this  high-standard  trade  pact.290  Duterte  also  warned  that  the  TPP  was  a  means  for 
the  Philippines  to  be  under  the  control  of  ‘rich  multinationals.’291  Duterte’ s  position  on 
the  TPP  was  in  contrast  with  Trade  Secretary  Ramon  Lopez  who  in  August  2016  stated 
that  the  Philippines  was  still  keen  to  join  this  FT  A. 292 
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3.  First  Hypothesis  for  the  Philippines’  Reluctance  to  Join  the  TPP: 
Countries  with  More  Support  for  Protectionism  Are  Less  Likely  to 
Join  the  TPP 

While  the  Aquino  government  refused  to  amend  the  economic  provisions  of  the 
constitution  to  abide  by  the  TPP  provisions,  Aquino  and  Domingo  had  been  enthusiastic 
for  the  country  to  join  the  TPP.  This  sentiment  was  echoed  by  the  local  big  business 
community  as  it  recognized  the  economic  benefits  that  the  TPP  would  bring  to  the 
Philippines.  This  is  in  contrast  with  Duterte’s  rejection  of  the  TPP.  This  shows  that  the 
country  under  both  administrations  on  balance  shows  moderate  support  for  protectionism 
against  the  TPP. 

a.  Degree  of  Political  Strength  of  Domestic  Protectionist  Interest  Groups 

The  local  big  business  community  in  the  Philippines  favors  the  TPP  and 
recognizes  the  benefits  domestic  groups  in  this  community  stand  to  gain  from  the 
country’s  participation.293  Foreign  companies  together  with  domestic  big  businesses 
support  the  amendment  of  the  constitution  in  order  for  the  Philippines  to  join  the  TPP,  as 
this  would  allow  foreign  firms  to  own  a  greater  percentage  of  businesses  in  the 
Philippines  and  gain  a  bigger  foothold  in  the  domestic  economy.294  On  the  other  hand, 
farmers  and  groups  in  the  agriculture  sector  have  been  dissuading  the  government  from 
participating  in  the  TPP,  as  they  are  concerned  about  the  impact  of  foreign  competition 
on  their  livelihood.295 

The  Philippines  export  industry,  as  represented  by  the  Philippine  Exporter 
Confederation,  would  reap  the  benefits  of  expanding  their  export  markets  with  reduction 
of  tariffs,  and  would  lose  out  a  substantial  portion  of  the  U.S.  market  to  other  TPP 
members  if  it  is  left  out  of  the  trade  pact.296  As  for  the  Makati  Business  Club,  it 
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recommends  that  the  Philippines  join  the  TPP  after  studying  the  potential  effects  on  the 
economy.297  President  of  the  Philippines  Chamber  of  Commerce  and  Industry  also  sees 
the  advantages  that  would  be  accrued  from  joining  the  TPP,  such  as  bringing  in  more  FDI 
to  spur  SMEs  and  the  overall  economy’s  growth,  instead  of  relying  heavily  on  overseas 
Filipino  workers’  remittances,  which  constitute  the  second  largest  source  of  foreign 
reserves.298  Business  leaders  also  call  for  the  country  to  join  the  TPP  to  take  advantage  of 
the  opportunities  of  increased  exports  and  strengthening  investment  relationships  with 
huge  investor  countries  such  as  the  U.S.  and  Japan.299  While  the  local  big  business 
community  has  influence  over  economic  policymakers  to  push  for  constitutional  changes 
to  facilitate  the  country’s  entry  into  the  TPP,  these  domestic  non-state  groups  such  as 
Makati  Business  Group  and  business  leaders  also  recognize  that  it  would  be  politically 
challenging  for  the  government  to  drastically  remove  protectionist  policies  in  the 
constitution,  particularly  the  ones  limiting  foreign  ownership  in  the  country. 300 

Nevertheless,  there  are  a  few  exporters,  especially  in  the  agriculture  sector,  that 
may  not  be  in  a  good  position  to  withstand  foreign  competition.  Poor  farmers,  especially 
those  who  grow  rice  and  sugar,  have  spoken  out  via  the  National  Federation  of  Hog 
Farmers  that  the  agriculture  sector  needs  government  protection  as  the  Philippines  would 
not  be  able  to  compete  with  Vietnam  in  this  area.301  Farm  workers  and  peasants  are 
expected  to  resist  constitutional  changes  that  would  liberalize  foreign  ownership  of  land 
and  threaten  their  livelihood  if  their  land  is  sold  to  foreign  companies.302  The  activist 
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group  Kalikasan  People’s  Network  for  the  Environment  have  raised  concern  that 
removing  trade  and  environment  regulations  on  big  corporations  would  allow  foreign 
large  corporations  to  own  land  and  resources  in  the  Philippines,  which  would  threaten  to 
undermine  the  country’s  sovereignty.303 

a.  Degree  of  Political  Will  of  Government  to  Maintain  Protectionism 

During  the  Aquino  era,  the  Philippines  expressed  keen  interest  in  joining  the  TPP. 
As  part  of  the  Partnership  for  Growth  initiative  by  the  United  States  and  the  Philippines, 
one  of  its  aims  was  to  provide  support  necessary  for  reforms  in  the  trade  and  investment 
areas  to  help  prepare  the  Philippines  to  enter  the  TPP.304  One  successful  area  in  this 
initiative  is  that  technical  assistance  was  provided  to  improve  the  country’s  institutions  to 
increase  its  readiness  to  join  the  TPP.305  To  make  the  Philippines  more  prepared  to  join 
the  TPP,  Aquino  also  lifted  restrictions  on  Philippine  bank  ownership  by  foreign  banks 
from  60%  to  100%  in  2014  as  a  move  toward  greater  market  liberalization.306 

The  Aquino  government,  however,  especially  the  Trade  and  Industry  Department, 
did  not  have  enough  political  influence  to  push  for  constitutional  amendment  of 
protectionist  policies.307  Aquino  and  government  policymakers  lacked  the  political  will 
to  make  changes  to  laws  and  regulations  as  this  would  entail  huge  economic  reforms  in 
government  regulations  that  could  result  in  possible  political  backlash  from  domestic 
industries  such  as  those  from  the  agricultural  sector.308  In  addition,  Philippines’  state 
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enterprises  also  wield  a  significant  amount  of  political  influence  to  resist  liberalization  of 
certain  related  economic  sectors  that  these  state  enterprises  have  a  huge  stake  in.309 

a.  Assessment  of  First  Hypothesis  in  the  Case  of  The  Philippines 

The  Philippines  government  under  the  Aquino  administration  lacked  the  political 
will  to  lower  protectionism  to  facilitate  the  country’s  entry  into  the  TPP,  as  the 
government  was  greatly  resistant  in  amending  protectionist  policies  within  the 
constitution.  This  has  held  the  government  back  from  joining  the  TPP,  despite  Aquino 
expressing  keen  interest  for  his  country  to  join  the  trade  pact  and  the  local  big  business 
community  possessing  some  political  influence  to  push  for  constitutional  changes,  as 
both  the  state  and  the  domestic  interest  groups  recognize  the  potential  negative  effects 
that  lifting  restrictions  on  foreign  ownership  of  land  and  resources  would  have  on 
domestic  industries.  Aside  from  threats  to  access  to  affordable  medicines  and  the  impact 
of  foreign  competition  on  SMEs,  potential  effects  of  TPP  participation  on  the  Philippines 
economy  would  be  positive,  such  as  an  estimated  increase  of  42%  in  exports  and  59%  in 
GDP.310  Joining  the  TPP  would  also  prevent  trade  diversion  from  the  Philippines  to 
existing  TPP  members  and  would  bring  about  great  incentive  for  the  country  to  embark 
on  reforms  that  would  improve  its  competitiveness  and  efficiency,  facilitating  job 
creation  and  retaining  Filipino  workers  in  the  country.311 

Under  the  Duterte  government,  the  president  has  outright  rejected  the  TPP  as  he 
feels  that  the  Philippines  has  not  reached  and  is  not  prepared  to  reach  the  level  of 
economic  development  necessary  to  join  this  trade  deal.  Therefore  the  aforementioned 
evidence  only  partially  supports  the  hypothesis  that  countries  with  higher  protectionism 
levels  are  less  likely  to  join  the  TPP. 


3119  Joshua  Kurlantzick,  “The  Philippines,  Thailand,  South  Korea  and  Taiwan:  Joining  TPP?”  National 
Interest ,  June  30,  2015,  http://nationalinterest.org/blog/the-buzz/the-philippines-thailand-south-korea- 
taiwan-joining-tpp- 13226. 

319  “The  Philippines  and  TPP:  Opportunities  and  Challenges,”  1,  10. 

311  Ibid. 


75 


4.  Second  Hypothesis  for  Why  the  Philippines’  Reluctance  to  Join  the 
TPP:  Countries  not  Supporting  a  Stronger  U.S.  Role  in  the  Asia- 
Pacific  Are  Less  Likely  to  Join  the  TPP 

Unlike  the  other  Southeast  Asian  countries,  the  Philippines  under  the  Aquino 
government  did  not  actively  employ  the  hedging  strategy  in  its  foreign  policy  between 
the  United  States  and  China.  As  a  long-time  ally  of  the  former,  the  Philippines  has 
traditionally  been  aligned  with  the  United  States,  especially  in  the  security  aspect,  such  as 
the  Mutual  Defense  Treaty  of  1951  and  the  recently  concluded  Enhanced  Defense 
Cooperation  Agreement  (EDCA).  China’s  recent  assertive  stance  and  encroachment  on 
disputed  South  China  Sea  territory  has  caused  the  Philippine  government  to  look  to  the 
United  States  for  support  in  defending  its  maritime  sovereignty.  This  could  explain 
Aquino’s  enthusiasm  for  joining  the  TPP  and  could  reflect  his  administration’s  desire  for 
the  United  States  to  play  a  greater  role  in  the  security  and  economic  dimensions  in  the 
region. 

On  the  flipside,  Duterte  has  shown  through  his  actions  that  he  does  not  desire  for 
the  United  States  to  take  on  a  bigger  security  and  economic  role,  as  he  has  leaned  toward 
China  for  economic  assistance.  He  also  took  a  softer  stance  on  negotiating  with  China 
regarding  the  Philippines’  disputed  South  China  Sea  territory.  This  could  suggest  his 
rejection  of  the  TPP. 

a.  View  of  the  U.S.  Security  Role  in  the  Asia-Pacific 

In  view  of  China’s  increasing  assertiveness  in  the  maritime  domain,  especially  its 
encroachment  into  disputed  territorial  waters  and  EEZ  near  the  Philippines,  it  has  been 
observed  that  the  Philippines  desired  the  United  States  to  assume  a  greater  security  role  in 
the  region.  It  has  also  been  observed  that  there  was  an  active  bilateral  security 
relationship  between  the  United  States  and  the  Philippines  under  the  Aquino 
administration.312  One  way  of  standing  up  to  China’s  assertive  actions  has  been  to 
develop  a  stronger  alliance  between  both  parties  via  the  signing  of  the  EDCA  in  April 
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2014. 313  It  is  an  executive  agreement  that  affirms  Philippines  sovereignty  by  having 
rotational  U.S.  presence  instead  of  permanent  bases,  so  as  to  reduce  domestic  uproar  over 
foreign  bases.314  Part  of  the  EDCA  allows  the  Philippines  to  have  access  to  the  most 
modern  U.S.  technology  in  the  defense  arena.315 

Other  than  conducting  annual  military  exercises,  such  as  the  Balikatan  and 
PHIBLEX  amphibious  landing  exercises,  former  U.S.  President  Obama  in  2015 
announced  that  the  United  States  would  give  two  ships  to  the  Philippine  Navy  as  a  form 
of  assistance  to  the  Aquino  administration  and  also  to  increase  its  military  presence  in  the 
region.316  The  Philippines  valued  the  enhancement  of  its  security  relationship  with  the 
United  States,  and  Aquino  may  have  expressed  keen  interest  to  join  the  TPP  to  try  to  get 
the  United  States  on  its  side  in  the  event  of  future  conflict  with  China  regarding  the 
disputed  South  China  Sea  territory.317  By  linking  the  United  States  more  closely  to  the 
region  through  the  superpower’s  military  power,  the  Aquino  administration  was 
emboldened  to  oppose  China’s  nine-dash  line  claim  over  the  South  China  Sea;  it  filed  an 
arbitration  case  against  China  in  accordance  with  UNCLOS  regarding  the  disputed 
territorial  waters  and  its  EEZ.318 

After  Duterte  was  elected  as  president  in  June  2016,  however,  he  downplayed  the 
importance  of  the  U.S. -Philippines  alliance  by  threatening  to  back  out  from  the  EDCA, 
scaling  down  bilateral  military  exercises  such  as  the  Balikatan  2017  and  not  permitting 
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U.S.  naval  ships  to  utilize  Philippine  facilities  for  their  South  China  Sea  patrols.319 
Contrary  to  the  International  Arbitration  Tribunal,  which  ruled  in  2015  that  the  disputed 
maritime  territory  belonged  to  the  Philippines,  Duterte  did  not  take  a  harsh  stance  on 
China’s  build-up  of  military  and  government  facilities  in  the  disputed  maritime  territorial 
areas;  further,  he  even  said  that  the  Philippines  cannot  stop  China  from  doing  so  and  that 
he  was  willing  to  negotiate  bilaterally  with  China  on  this  issue.320  This  drastic  change  in 
the  current  administration’s  view  of  its  military  relationship  with  the  United  States, 
mainly  due  to  the  U.S.  disapproval  of  Duterte’ s  ‘war  on  drugs’  in  the  Philippines,  and  its 
softer  position  toward  China  regarding  the  South  China  Sea  dispute,  shows  that  the 
Philippines  does  not  want  the  United  States  to  act  as  a  security  guarantor  in  the  region, 
which  gives  the  Duterte  administration  fewer  incentives  to  sign  on  to  the  TPP. 

b.  View  of  the  U.S.  Economic  Role  in  the  Asia-Pacific 

As  the  United  States  is  one  of  the  Philippines’  key  trading  partners,  the  Aquino 
administration  recognized  the  economic  benefits  of  being  part  of  the  TPP  and  moved 
closer  to  joining  it  by  starting  technical  consultations  in  early  20  1  4. 321  However, 
economic  reforms  would  need  to  be  undertaken  before  the  Philippines  is  ready  to  fulfill 
TPP  obligations. 

Like  other  Southeast  Asian  nations,  bilateral  trade  between  the  Philippines  and 
China  has  increased  dramatically,  with  China  overtaking  the  United  States  as  the 
Philippines’  second  largest  trading  partner,  recording  US$  17.6  billion  in  20  1  5. 322  While 

319  Michael  Mazza,  “With  Rodrigo  Duterte  in  Power,  What  Hope  Is  There  for  U.S. -Philippines 
Relations?”  Forbes ,  May  4,  2017,  https://www.forbes.com/sites/insideasia/2017/05/04/trumps-white- 
house-invitation-to-philippines-president-rodrigo-duterte-foolish-or-forward-thinking/#733cd08325ef; 

Prashanth  Parameswaran,  “How  Significant  Is  the  2017  US -Philippines  Balikatan  Military  Exercise?” 
Diplomat,  May  16,  2017,  http://thediplomat.com/2017/05/how-significant-is-the-2017-us-philippines- 
balikatan- military-exercise/. 

320  ASEAN,  “The  Philippines’  Economic  and  Political  Relations  with  China,”  ASEAN  Briefing,  April 
10,  2017,  http://www.aseanbriefing.com/news/2017/04/10/philippines-economic-political-relations- 
china.html; 

Hannah  Beech,  “Q  and  A:  Philippines  President  Benigno  Aquino  III  on  China,  the  U.S.  -  and  Duterte,” 
Time,  May  19,  2016,  http://time.com/4341715/q-and-a-philippines-president-benigno-aquino-iii/. 
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the  high  two-way  trade  presented  a  good  economic  opportunity  to  the  Philippines,  it  was 
also  cause  for  concern  that  the  Philippine  government  might  need  to  compromise  on  the 
security  front  to  maintain  economic  dependence  on  China.323  In  this  respect,  the 
Philippines  showed  enthusiasm  to  join  the  TPP  as  it  wanted  to  reap  the  economic  benefits 
from  greater  access  to  the  U.S.  market  while  reducing  its  increasing  economic 
dependence  on  China.324 

As  for  Duterte,  he  has  not  seen  a  need  to  rely  on  the  United  Statesfor  economic 
assistance,  as  demonstrated  by  his  visit  to  China  in  October  2016  when  he  succeeded  in 
securing  US$  24  billion  worth  of  trade  deals  and  business  from  China  for  the 
Philippines.325  In  this  sense,  there  was  little  incentive  for  the  Philippines  to  join  the  TPP 
to  take  advantage  of  the  economic  benefits  from  the  United  States,  given  that  the 
Philippines  could  turn  to  China  to  help  boost  its  economic  growth. 

a.  Assessment  of  Second  Hypothesis  in  the  Case  of  The  Philippines 

Under  the  Aquino  administration,  the  Philippines  desired  the  United  States,  to 
take  on  a  greater  role  in  both  the  security  and  the  economic  aspects  of  the  bilateral 
Philippine-U.S.  relationship.  Primarily  due  to  China’s  assertive  actions  in  the  South 
China  Sea,  the  Philippines  actively  sought  for  increased  security  and  defense  cooperation 
with  the  United  States,  such  as  through  the  EDCA  and  continual  of  the  annual  military 
exercises.  The  Philippines  also  wanted  the  United  States  to  play  a  bigger  economic  role 
in  the  region  through  the  TPP  so  that  it  could  reduce  its  economic  dependence  on  China 
and  not  have  to  make  compromises  in  the  security  realm. 

On  the  other  hand,  not  only  does  Duterte  not  want  the  United  States  to  take  on  a 
larger  role  in  the  region,  his  foreign  policy  has  taken  a  180  degree  switch  from  the 
Aquino  era  to  move  closer  to  China,  especially  in  economic  ties.  He  does  not  view  that 
this  move  was  made  at  the  expense  of  U.S.  security  guarantee. 
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Looking  at  the  views  of  both  recent  Philippine  administrations,  the  evidence 
partially  supports  the  hypothesis  that  countries  that  do  not  desire  the  United  States  to  play 
a  bigger  role  in  Asia-Pacific  are  less  likely  to  join  the  TPP.. 

5.  Assessment  of  Both  Hypotheses 

During  the  Aquino  era,  the  Philippines  government,  while  expressing  keen 
interest  in  joining  the  TPP  to  reap  economic  benefits  from  the  trade  deal  and  for  fear  of 
losing  out,  lacks  the  political  will  and  strength  to  amend  protectionist  policies  in  its 
constitution  to  meet  TPP  provisions.  Support  for  liberalization  from  the  local  business 
community  was  not  sufficient  to  influence  the  government  to  join  the  TPP.  Also,  the 
Philippines  still  has  not  joined  the  TPP  despite  desiring  the  United  States  to  increase  its 
military  and  economic  presence  in  the  region,  especially  in  the  face  of  China’s 
assertiveness  in  the  maritime  domain. 

Under  the  current  Duterte  administration,  the  president’s  rejection  of  the  TPP  is  a 
reflection  of  protecting  the  economy  from  a  trade  deal  that  would  demand  high  standards 
that  the  Philippines  at  the  present  moment  would  be  unable  to  meet.  His  closer  move 
toward  China,  especially  in  the  economic  realm,  and  his  softer  position  on  China  in  the 
disputed  South  China  Sea  territory  despite  the  International  Arbitration  ruling  shows  that 
he  does  not  want  the  United  States  to  assume  a  larger  role  in  the  region.  Moreover,  he  is 
even  less  inclined  to  want  the  country  to  join  the  TPP  to  encourage  the  strengthened  U.S. 
role. 

The  evidence  presented  from  the  Philippines  case  partially  supports  the  first 
hypothesis  that  countries  with  higher  levels  of  support  for  protectionism  are  less  likely  to 
join  the  TPP.  For  the  second  hypothesis,  the  evidence  in  the  Philippines  case  also 
partially  supports  the  hypothesis  that  countries  that  do  not  desire  the  United  States  to  play 
a  greater  role  in  the  Asia-Pacific  are  less  likely  to  join  the  TPP. 
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D.  THAILAND 

This  segment  on  Thailand  covers  that  country’s  general  position  on  trade  and 
FT  As,  as  well  as  its  stance  on  the  TPP,  and  explores  the  reasons  behind  Thailand’s 
reluctance  to  join  the  TPP. 

1.  Thailand’s  Stance  on  Trade  and  FTAs 

According  to  the  2015  WTO  Trade  Policy  Review,  Thailand  is  a  staunch 
supporter  of  a  well-functioning  multilateral  trading  system,  which  is  represented  by  its 
participation  in  the  WTO,  and  has  a  trade-to-GDP  ratio  of  123%. 326  It  also  believes  that 
FTAs  are  necessary  to  supplement  the  WTO  because  they  allow  preferential  treatment  in 
access  to  FTA  partners’  markets  while  taking  into  account  the  countries’  different  levels 
of  economic  development.327 

Thailand,  as  part  of  ASEAN,  currently  is  a  member  of  five  RTAs  with  China, 
Japan,  Korea,  India,  and  Australia  and  New  Zealand.328  In  terms  of  bilateral  FTAs, 
Thailand  has  established  them  with  Australia,  New  Zealand,  and  Japan,  and  has  partial 
scope  RTAs  with  India  and  Peru.  These  FTAs  cover  57%  of  Thailand’s  overall  trade  in 
20  1  4. 329  It  recently  implemented  an  FTA  with  Chile  in  November  2015. 330  It  is  currently 
involved  in  RCEP  negotiations  between  ASEAN  and  its  RTA  partners,  and  is  considering 
participation  in  the  TPP  and  Eurasian  Economic  Union.331 


326  “Xrade  Policy  Review:  Report  by  Thailand,”  World  Trade  Organization,  October  20,  2015,  21, 
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2. 


Thailand’s  Stance  on  the  TPP 


Despite  its  generally  positive  stance  on  preferential  trade  agreements,  Thailand 
has  been  ambivalent  towards  the  TPP.332  Although  former  Prime  Mininster  Abhisit 
Vejjajiva’s  government  considered  taking  part  in  the  TPP  in  2011,  Thailand  felt  that  it 
was  inappropriate  to  engage  in  secret  negotiations  during  the  politically  turbulent  yellow 
and  red  shirts  protests  at  that  time.333 

The  government  under  Yingluck  Shinawatra  expressed  interest  in  the  TPP  during 
U.S.  President  Obama  Barack’s  state  visit  to  Thailand  in  20  1  2. 334  In  October  2015, 
Thailand  Deputy  Prime  Minister  Somkid  Jatusripitak  and  Commerce  Minister  Apiradi 
Tantraporn  have  said  that  Thailand  should  not  dismiss  the  TPP.335  In  February  2016, 
Prime  Minster  Prayuth  Chan-o-cha  commented  at  the  meeting  with  the  Japanese 
Chamber  of  Commerce  that  Thailand  believed  joining  the  TPP  would  contribute  to 
growth  of  trust  between  Thai  and  Japanese  investors.336  In  June  2016,  Prayuth  confirmed 
that  Thailand  was  ready  to  enter  TPP  negotiations  once  the  trading  bloc  was  open  to  new 
membership,  but  only  after  public  hearings  were  held  to  gather  feedback  from  supporters 
and  opponents  alike.337  Despite  the  past  Thai  governments’  willingness  to  consider 
joining  the  TPP,  it  still  has  not  taken  active  steps  to  do  so. 
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3.  First  Hypothesis  for  Thailand’s  Reluctance  to  Join  the  TPP: 

Countries  with  More  Support  for  Protectionism  Are  Less  Likely  to 
Join  the  TPP 

Strong  business  and  NGO  opposition  has  derailed  successive  governments’ 
efforts  to  join  the  TPP.  Other  than  past  Thai  governments  viewing  the  country  as  not 
prepared  to  join  the  high-standard  TPP,  they  also  have  not  been  able  to  muster  the 
political  will  to  implement  economic  reforms  to  lower  protectionism  amid  domestic 
political  turmoil. 

a.  Degree  of  Political  Strength  of  Domestic  Protectionist  Interest  Groups 

Various  domestic  protectionist  interest  groups  have  publicly  expressed  their 
opposition  to  Thailand’s  joining  the  TPP.  Given  that  TPP  demands  high  standards  above 
what  is  expected  of  a  WTO  member  as  compared  to  fewer  provisions  and  lower  standards 
in  existing  bilateral  and  regional  FTAs,  local  activist  groups  successfully  lobbied  against 
joining  the  TPP  as  they  perceived  that  developed  economies  would  gain  more 
economically  at  the  expense  of  Thailand,  especially  in  sensitive  sectors  such  as  rice, 
livestock,  intellectual  property,  and  ISDS.  338 

The  National  Farmers  Council  (NFC),  BioThai,  and  Beef  Cattle  Association  of 
Thailand  have  outwardly  protested  Thailand’s  possible  membership  in  the  TPP  in  the 
agricultural  sector.  NFC  Chairman  Prapat  Panyachatrak  expressed  concern  that  if 
Thailand  joins  the  TPP,  the  rice  farming  sector  will  be  most  adversely  affected,  as  small 
and  medium-sized  farm  operators  would  be  unable  to  keep  up  with  foreign 
competition.339  The  Council  put  up  a  petition  to  the  Ministry  of  Agriculture  and 
Cooperatives  to  safeguard  farmers’  interests  and  mitigate  the  potential  negative  effects  on 
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rice  exports,  especially  on  threatening  Thailand’s  status  of  one  of  the  world’s  leading  rice 
exporters  to  huge  markets  such  as  the  U.S.  market.340  This  explains  why  past 
governments  held  back  from  joining  the  TPP  to  maintain  their  hold  on  political  power,  as 
they  could  not  afford  to  sacrifice  political  support  from  rice  farmers.341 

Livestock  farmers  have  similar  concerns  in  terms  of  foreign  competition  from 
other  TPP  countries.  The  Beef  Cattle  Association  of  Thailand  is  worried  that  livestock 
farmers  might  lose  their  livelihood  as  their  domestic  pork  and  poultry  would  not  be  able 
to  compete  with  cheaper  ones,  especially  from  the  U.S.  farming  industry.342  They  are 
fearful  that  history  would  repeat  itself,  such  as  when  farmers  faced  difficulty  competing 
with  cheaper  and  higher  quality  meat  imports  from  Australia  when  the  Thailand- Australia 
bilateral  FT  A  was  signed  in  2005.  This  could  explain  why  farmers  are  willing  to  take  to 
the  street  to  protest  Thailand’s  consideration  to  join  the  TPP,  and  why  the  government 
has  yet  to  take  any  active  steps. 

Thailand’s  domestic  interest  groups  have  urged  the  government  to  examine  the 
TPP’s  terms  and  conditions,  especially  in  the  area  of  intellectual  property.  For  drug 
patents,  Thailand  would  have  to  agree  to  data  exclusivity  (DE)  if  it  joins  the  TPP,  which 
would  mean  that  generic  drug  makers  cannot  rely  on  clinical  test  data  to  produce  their 
own  drugs.343  With  the  DE,  the  Thai  government  would  also  not  be  able  to  issue  a 
compulsory  license  to  import  affordable  generic  drugs,  which  would  lead  to  higher  prices 
of  medicines  and  drugs.344  FT  A  Watch,  together  with  civil  society  organizations  such  as 
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Thai  Health  Promotion  Institute,  has  raised  its  concerns  to  the  Commerce  Ministry  that 
the  extension  of  medicine  patent  protection  from  one  to  ten  years  would  result  in  higher 
annual  medicine  expenditure.345  This  increase  in  spending  would  have  to  be  funded  by 
the  health  budget,  which  may  prove  difficult  for  the  national  social  health  guarantee 
program  to  cover  its  citizens’  health  insurance.346  The  potential  negative  impact  on  the 
country’s  healthcare  system  could  have  held  the  government  back  from  committing  to  the 
TPP. 

BioThai  has  also  opposed  adhering  to  the  TPP  provision  on  patents  on  plants  and 
animals.347  Such  patents  are  required  to  be  extended  from  12  to  20  years  under  the  TPP, 
which  means  that  private  companies  will  be  given  the  rights  to  plant-related  products  for 
more  years  while  local  farmers  would  not  be  able  to  plant  seeds  from  mature  plants.348 
BioThai  is  concerned  that  this  will  negatively  affect  local  communities  as  extension  of 
such  patents  might  threaten  traditional  farming  techniques.349  In  addition,  the  TPP 
requires  member  countries  to  join  the  International  Convention  for  Protection  of  New 
Varieties  of  Plants,  which  protects  foreign  companies’  biodiversity  discoveries.350  Not 
only  would  this  inhibit  fanners  and  breeders  from  exchanging  protected  seeds  for  20  to 
25  years,  it  would  also  result  in  an  estimated  annual  biodiversity  loss  of  49  billion 
baht.351  These  plant  farmers  have  become  more  vocal  politically  and  would  demonstrate 
should  the  government  go  ahead  with  the  TPP. 
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Another  sensitive  area  that  interest  groups  have  called  to  the  government’s 
attention  is  the  issue  of  Thailand  adopting  an  ISDS  mechanism  if  it  joins  the  TPP.  The 
mechanism  allows  foreign  investors  to  settle  disputes  directly  with  the  state  via 
international  arbitration,  especially  if  local  laws  restrict  these  investors  to  conduct 
business.352  The  FT  A  Watch  has  alerted  the  government  that  agreeing  to  implement  the 
ISDS  might  result  in  the  government  being  sued  for  compensation  by  foreign  investors, 
and  undermine  interests  of  local  enterprises  if  the  government  amends  local  laws  to 
facilitate  foreign  businesses’  operations  in  Thailand.353 

a.  Degree  of  Political  Will  of  Government  to  Maintain  Protectionism 

Thailand  has  not  joined  the  TPP  as  it  is  not  prepared  to  abide  by  the  WTO-Plus 
standards  of  provisions  in  the  TPP  and  negotiate  in  sensitive  sectors.354  It  will  not 
economically  benefit  at  its  current  stage  of  development  due  to  the  high  economic  reform 
costs  that  they  are  expected  to  take  on  to  attain  such  high  trade  standards  in  the  TPP.355 
This  is  reflective  of  past  Thai  administrations,  which  lacked  the  capacity  to  embark  on 
economic  reforms  to  meet  TPP’s  high  standards,  and  also  reflects  the  government’s 
desire  to  protect  sensitive  economic  sectors  by  its  reluctance  to  negotiate  in  those  areas. 
Recognizing  that  Thailand  was  still  backward  in  some  areas  such  as  intellectual  property, 
pharmaceuticals,  and  biodiversity,  the  government  felt  that  it  had  to  consult  with  relevant 
stakeholders,  such  as  the  Board  of  Trade,  Federation  of  Thai  Industries,  and  Thai  Bankers 
Association,  before  making  the  decision  on  joining  the  TPP.356  Without  the  economic 
reforms  in  place,  Thailand  was  not  ready  and  prepared  to  attain  the  high  standards 
demanded  of  a  TPP  member.357 
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Crippled  by  domestic  political  turmoil,  the  past  Thai  governments  have  also  not 
been  able  to  muster  the  political  will  and  capital  to  embark  on  economic  reforms  to  meet 
TPP’s  high  standards  without  risking  political  support  from  various  quarters.  The  rapid 
changes  in  the  Thai  administrations  since  the  ouster  of  Thaksin  in  2006  have  made  it 
difficult  for  Thailand  to  focus  and  provide  continuity  in  this  particular  economic  decision. 
The  past  few  governments  have  not  been  able  to  dedicate  sufficient  time  and  resources  to 
study  this  issue  in  great  detail  amid  political  upheavals.  Even  though  the  Yingluck 
administration  pledged  to  consider  joining  TPP  in  2012,  domestic  tension  between  the 
pro-  and  anti-Thaksin  factions  dramatically  reduced  political  stability  and  paralyzed  the 
government’s  decision-making  ability  on  the  TPP.  Also,  there  was  still  no  change  in 
Thailand’s  TPP  position,  despite  Prayuth’s  intention  to  join  the  TPP  several  times,  such 
as  at  the  U.S. -ASEAN  Special  Leaders’  Summit  in  February  2016,  at  the  meeting  with 
the  Japanese  Chamber  of  Commerce  in  the  same  month,  and  after  Deputy  Prime  Minister 
Somkid  clarified  that  Prayuth  felt  that  Thailand  was  ready  to  join  TPP.358 

Another  reason  for  the  lack  of  political  will  to  lower  protectionism  and  embark  on 
economic  reforms  is  the  unclear  economic  benefits  and  costs  to  Thailand  if  it  joins  the 
TPP.  The  positive  findings  from  Panyaapiwat  Institute  of  Technology  (PIT), 
commissioned  by  the  Ministry  of  Commerce,  showed  that  under  the  TPP,  i)  Thailand’s 
GDP  would  increase  by  0.77%;  ii)  Thailand’s  manufacturing  and  services  standards 
would  be  enhanced  by  removal  of  tariff  barriers  for  trade  in  goods  and  services;  and  iii) 
Thailand  would  attract  more  EDI  into  the  country.359  However,  this  is  contrasted  against 
its  other  findings  that  the  TPP  leads  to  increased  intellectual  property  protection,  which 
would  require  an  increase  in  government  spending  on  healthcare  due  to  expected  price 
hikes  in  medicines  and  drugs.360  The  TPP  also  requires  the  government  to  amend  laws 
and  regulations  to  make  them  compliant  with  the  high-standard  FTA.361  Similar  to  the 
PIT  study  finding,  the  Thailand  Development  Research  Institute  (TDRI)  shared  that  the 

358  Busbarat,  “Bamboo  Swirling  in  the  Wind,”  250-251. 
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positive  impact  of  joining  the  TPP  would  be  on  Thailand’s  automobile,  textile,  and 
services  sectors,  which  would  prove  more  competitive  and  draw  in  more  FDI.362  TDRI 
cautions  though  that  Thailand’s  exports  are  currently  facing  a  decline,  and  the  exclusion 
of  Thailand  from  the  TPP  further  compounds  the  problem  as  its  competitiveness  would 
be  reduced  relative  to  other  TPP  member  countries.363 

Although  the  two  aforementioned  institutions  show  that  there  are  some  economic 
benefits  to  Thailand  in  terms  of  greater  market  access  to  larger  TPP  economies  in  certain 
sectors,  the  World  Integrated  Trade  Solutions  simulation  model  showed  the  economic 
costs  that  would  come  with  it.  It  assessed  that  Thailand’s  trade  balance  will  worsen  after 
joining  the  TPP,  because  even  though  exports  are  estimated  to  rise  by  $2.8  billion,  this 
would  be  more  than  negated  by  an  increase  in  imports  of  $4.3  billion.364  If  Thailand 
chooses  not  to  join  the  TPP,  the  model  showed  that  even  with  all  tariffs  eliminated  but 
not  taking  into  account  the  “yarn  forward  rule  of  origin,”  365  Thailand  could  still  maintain 
a  trade  surplus  of  $8  billion  with  TPP  member  countries  as  exports  would  fall  by  only 
$396  million.366  Therefore  it  is  unclear  how  Thailand  could  make  up  for  the  potential 
losses  from  other  TPP  chapters  with  a  trade  deficit.367  Furthermore,  both  Deputy  Prime 
Minister  Somkid  and  Commerce  Minister  Apiradi  said  that  Thailand  was  not  pressured  to 
join  the  TPP,  given  its  existing  FTAs  with  nine  of  12  TPP  member  countries.368  Apiradi 
added  that  RCEP  was  expected  to  make  up  for  the  potential  losses  from  not  joining  the 
TPP.369  These  unclear  and  uncertain  economic  benefits  and  costs  make  it  difficult  for  the 
Thai  government  to  arrive  at  a  decision  regarding  TPP  membership. 
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a.  Assessment  of  First  Hypothesis  in  the  Case  of  Thailand 

High  protectionism  levels  from  both  the  domestic  non-state  interest  groups  and 
the  government  have  held  the  country  back  from  committing  to  join  the  TPP. 
Protectionist  interest  groups  have  openly  expressed  their  concern  on  particular  sensitive 
TPP  provisions  such  as  intellectual  property,  ISDS,  and  agriculture.  The  Thai  government 
also  lacks  the  political  will  to  reduce  protectionism  in  the  midst  of  domestic  political 
instability.  The  evidence  strongly  supports  the  hypothesis  that  countries  with  higher 
protectionism  levels  are  less  likely  to  join  the  TPP. 

4.  Second  Hypothesis  for  Thailand’s  Reluctance  to  Join  the  TPP: 

Countries  not  Supporting  a  Stronger  U.S.  Role  in  the  Asia-Pacific  Are 
Less  Likely  to  Join  the  TPP 

Thailand  has  been  mulling  over  the  TPP  because  it  does  not  want  to  appear  to 
lean  toward  the  United  States,  and  has  hedged  between  that  country  and  China.  Thailand 
is  employing  omnidirectional  hedging,  where  it  aims  to  establish  close  relations  with  all 
major  powers  including  Russia,  India,  and  Japan,  and  not  just  with  the  global  powers  of 
the  United  States  and  China.370  While  Thailand  cherishes  its  longtime  alliance  with  the 
United  States,  it  does  not  want  to  be  overly  dependent  on  it,  as  it  prefers  to  hedge  against 
the  uncertainty  of  continued  American  military  presence  in  the  region,  and  against  the 
rise  of  China  and  its  increased  assertiveness.371  In  this  respect,  Thailand  does  not  support 
the  U.S.  rebalance  to  the  region  as  it  is  concerned  that  this  is  a  means  of  containing 
China’s  influence.  As  Thailand  treats  China  as  a  valued  trading  partner  on  whom  it 
increasingly  relies  economically,  Thailand  is  also  not  in  favor  of  the  United  States 
playing  a  larger  economic  role  in  the  region.  It  prefers  to  depend  on  ASEAN  as  the  key 
regional  institution  in  negotiating  trade  arrangements.  Therefore,  Thailand  does  not  want 
the  United  States  to  play  a  bigger  role  in  the  Asia-Pacific  in  the  security  and  economic 
realms. 
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a.  View  of  the  U.S.  Security  Role  in  the  Asia-Pacific 

There  is  a  security  dimension  to  Thailand’ s  indecision  on  the  TPP.  While  Obama 
had  announced  the  TPP  as  a  key  component  of  the  U.S.  rebalance  to  the  Asia-Pacific 
region  in  2012,  Washington  also  wanted  to  make  use  of  the  RTA  to  maintain  U.S. 
military  presence  and  regional  influence.372  Given  Thailand’s  strategic  omnidirectional 
hedging  strategy,  it  has  not  been  receptive  to  the  U.S.  pivot  because  the  government 
perceived  it  as  a  China  containment  strategy,  which  it  does  not  want  to  support  at  the 
expense  of  its  burgeoning  security  relations  with  China.373  Thailand  has  been  hesitant  to 
join  the  TPP  as  it  does  not  want  this  decision  to  be  interpreted  as  supporting  the  United 
States  in  containing  China.374  Moreover,  unlike  Vietnam,  Malaysia,  the  Philippines,  and 
Indonesia,  Thailand  does  not  have  any  territorial  disputes  with  China. 

In  addition,  unlike  other  Southeast  Asian  countries,  Thailand  does  not  perceive 
the  rise  of  China  as  a  threat  or  a  source  of  regional  instability,  but  rather  views  China  as 
an  important  security  partner,  as  shown  by  Thai  leaders’  frequent  visits  to  Beijing  and 
regular  military  exercises  between  the  two  countries.375  Given  that  the  United  States  has 
scaled  back  Cobra  Gold  to  express  its  disapproval  that  the  Thai  military  coup  took  place 
in  2014  in  an  undemocratic  fashion,  and  that  the  military  junta  could  turn  to  China  as  an 
alternative  source  of  military  hardware,  this  shows  that  Thailand  does  not  need  to  join  the 
TPP  to  engage  the  United  States  as  an  external  security  guarantor  and  does  not  desire  the 
United  States  to  play  a  greater  security  role  in  the  region.376 
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b.  View  of  the  U.S.  Economic  Role  in  the  Asia-Pacific 

Apart  from  containing  China  in  the  security  realm,  Thailand  has  perceived  that 
excluding  China  from  the  TPP  is  also  a  form  of  containment  in  which  it  is  not  willing  to 
take  part.  This  is  because  Thailand  regards  Beijing  as  a  valuable  economic  partner,  as  it  is 
currently  Thailand’s  largest  trading  partner,  and  that  China  has  shown  support  in 
propping  up  Thailand’s  economy  through  the  ‘rice  for  rail’  deal,377  both  under  the 
Yingluck  and  Prayuth  governments.378  Thailand  tries  to  strike  a  fine  balance  in  its  TPP 
policy  toward  the  United  States  and  China,  which  is  not  a  TPP  member  and  advocates 
RCEP.  Given  previous  U.S.  leadership  in  TPP,  and  in  what  appeared  to  be  Thailand’s 
attempt  to  reassure  Washington  that  it  did  not  solely  align  with  China  economically,  the 
government  stated  its  interest  in  joining  the  TPP  during  President  Obama’s  state  visit  to 
Thailand  in  2012.  Furthermore,  Prime  Minister  Prayuth  shared  his  government’s 
willingness  to  join  the  TPP  several  times  in  20  1  6. 379  Even  so,  it  still  does  not  desire  for 
the  United  States  to  take  on  a  bigger  economic  role  in  the  region. 

Thailand  is  also  more  favorable  to  promoting  ASEAN  as  the  core  regional 
economic  institution  in  the  region.  As  Thailand  officially  prioritizes  ASEAN  as  the  center 
of  regional  FTA  negotiations,  joining  the  TPP  may  undermine  ASEAN  centrality.380  In 
this  respect,  Thailand  has  a  greater  interest  in  ASEAN-centered  FTAs  such  as  RCEP  and 
ACFTA.381  This  was  echoed  by  Commerce  Minister  Apiradi,  who  suggested  that  while 
Thailand  could  eventually  join  the  TPP,  it  should  focus  on  RCEP  negotiations  first.382 


377  The  ‘rice  for  rail'  deal  refers  to  an  arrangement  by  which  China  will  provide  Thailand  with  high¬ 
speed  rail  technology  and  in  turn  will  buy  surplus  rice  from  Thailand. 
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c.  Assessment  of  Second  Hypothesis  in  the  Case  of  Thailand 

Given  Thailand’s  preference  for  omnidirectional  hedging  and  its  refusal  to  lean  to 
either  the  United  States  or  China,  Thailand  wants  to  be  neutral  in  its  bilateral  security  and 
economic  relations  with  both  great  powers.  Thailand  is  undecided  about  joining  the  TPP 
and  does  not  want  the  United  States  to  play  a  greater  role  in  the  region;  to  support  such  a 
role,  Thailand  risks  being  viewed  as  joining  the  United  States  in  its  China  containment 
strategy.  Thailand,  on  the  other  hand,  is  increasingly  reliant  on  China  economically,  and 
it  prioritizes  ASEAN  as  the  main  regional  institution  in  economic  issues.  These  evidences 
strongly  support  the  second  hypothesis  that  countries  no  wanting  the  United  States  to 
play  a  bigger  role  in  the  Asia-Pacific  are  less  likely  to  join  the  TPP. 

5.  Assessment  of  Both  Hypotheses 

Evidence  from  the  Thailand  case  strongly  support  both  hypotheses:  it  has  resisted 
joining  the  TPP  because  of  high  protectionism  displayed  by  both  the  domestic  non-state 
interest  groups  and  the  government  amid  political  turmoil;  it  is  also  reluctant  to  take  part 
in  the  TPP  talks  as  it  does  not  desire  the  United  States  to  play  a  larger  security  and 
economic  role  in  the  Asia-Pacific.  In  particular,  Thailand  does  not  want  to  be  viewed  as 
supporting  the  U.S.  rebalance  to  the  region  at  the  expense  of  its  growing  economic  ties 
with  China. 

E.  CONCLUSION 

This  chapter  has  examined  the  reasons  why  Indonesia,  the  Philippines,  and 
Thailand  have  not  joined  the  TPP.  Indonesia  did  not  join  the  TPP  because  the  Indonesian 
government  elites,  with  personal  economic  interests  in  SOEs,  domestic  business  groups, 
and  NGOs  are  concerned  that  they  would  lose  out  in  their  competitiveness  against  foreign 
competition,  and  their  political  strength  has  constrained  the  government’s  political  will  to 
push  ahead  with  the  TPP.  Indonesia  is  also  hesitant  to  join  the  TPP  as  it  does  not  desire 
the  United  States  to  replace  ASEAN  as  the  regional  leader  in  the  Asia-Pacific. 

As  for  the  Philippines,  while  President  Aquino  and  the  local  big  business 
community  expressed  interest  for  the  country  to  join  the  TPP,  the  resistance  from  both 
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state  and  domestic  interest  groups  regarding  constitutional  amendments  to  facilitate  the 
country’s  adherence  to  TPP  provisions  has  held  the  Philippines  back  from  participating  in 
the  TPP.  Finally,  Thailand’s  reluctance  to  join  the  TPP  has  been  attributed  to  strong 
protectionism  from  the  government  and  domestic  non-state  groups,  as  well  as  the 
country’s  hedging  foreign  policy  between  the  United  States  and  China,  where  Thailand 
does  not  want  to  be  viewed  as  supporting  the  U.S.’  strategy  to  contain  China’s  influence 
at  the  expense  of  its  own  economic  dependence  on  China. 

On  balance,  the  evidence  from  the  Indonesia  and  Thailand  cases  support  both 
hypotheses  that  i)  countries  with  higher  levels  of  support  for  protectionism  are  less  likely 
to  join  the  TPP,  and  ii)  countries  that  do  not  desire  the  United  States  to  play  a  bigger  role 
in  the  Asia-Pacific  are  less  likely  to  join  the  TPP.  The  evidence  from  the  Philippines  case 
partially  supports  both  hypotheses. 
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IV.  CONCLUSION 


A.  SUMMARY  OF  FINDINGS 

The  evidence  from  the  case  studies  of  Singapore,  Vietnam,  Indonesia,  and 
Thailand  support  the  first  hypothesis  that  there  is  an  inverse  relationship  between  levels 
of  support  for  protectionism  and  Southeast  Asian  countries’  likelihood  to  join  the  TPP. 
Singapore  has  virtually  no  protectionist  pressure  from  either  the  government  or  domestic 
interest  groups,  and  while  Vietnam  has  shown  short-term  protectionism,  it  has  not 
allowed  that  to  hinder  its  participation  in  the  TPP.  Both  Indonesia  and  Thailand  face 
strong  protectionist  pressure  from  both  their  respective  governments  and  domestic 
interest  groups  that  are  concerned  about  the  impact  of  greater  foreign  competition  on 
their  competitiveness.  While  the  Philippines  also  faces  strong  protectionism  from  its 
government  and  domestic  non-state  groups,  the  Philippines  case  only  partially  supports 
this  hypothesis  as  President  Aquino  and  the  local  big  business  community  were 
supportive  of  the  TPP  except  for  the  constitutional  amendments  required  to  facilitate  its 
entry  into  the  trade  deal.  The  Malaysia  case  does  not  support  this  hypothesis  as  the 
government  continued  remaining  in  the  TPP  despite  moderate  level  of  protectionist 
pressure  from  interest  groups  for  the  country  to  leave  the  trade  pact. 

For  the  second  hypothesis,  which  looks  at  the  direct  relationship  between 
Southeast  Asian  countries’  desire  for  the  United  States  to  play  a  larger  role  in  the  Asia- 
Pacific  and  their  likelihood  of  joining  the  TPP,  the  evidence  from  the  same  set  of 
countries  as  the  first  hypothesis  supports  it.  Both  Singapore  and  Vietnam  want  to  link  the 
United  States  more  tightly  to  the  region  because  Singapore  desires  stability  in  the  region, 
while  Vietnam  wants  the  increased  U.S.  presence  to  mitigate  China’s  threat  to  Vietnam’s 
sovereignty  in  the  South  China  Sea.  Both  Indonesia  and  Thailand  does  not  support  a 
stronger  U.S.  role  in  the  region  as  it  does  not  desire  for  the  United  States  to  threaten 
ASEAN’s  place  as  the  regional  leader  in  the  Asia-Pacific.  The  Philippines  case  partially 
supports  the  second  hypothesis  because  although  the  Philippines  under  President  Aquino 
wanted  a  greater  U.S.  role  in  the  region  to  counter  China’s  increasing  assertiveness  in  the 
South  China  Sea,  the  Duterte  administration  has  moved  economically  closer  to  China  and 
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is  less  inclined  to  join  the  TPP  as  it  does  not  want  a  stronger  U.S.  presence  in  the  region. 
Lastly,  the  Malaysia  case  only  weakly  supports  it  as  Prime  Minister  Najib  only  wants  the 
U.S.  leadership  and  membership  in  the  TPP  to  facilitate  his  country’s  economic  plans. 

B.  U.S.  WITHDRAWAL  FROM  THE  TPP  AND  ITS  IMPACT  ON 

SOUTHEAST  ASIAN  COUNTRIES’  POSITIONS  ON  THE  TPP 

The  U.S.  withdrawal  from  the  TPP  signals  decreased  involvement  in  the  Asia- 
Pacific  region,  at  least  in  the  economic  sphere.383  A  TPP  without  the  United  States  would 
not  be  a  21st  century  trade  agreement,  for  which  the  Obama  administration  had  been 
campaigning.  Southeast  Asian  countries,  especially  those  who  are  currently  remaining  in 
the  ‘TPP-1 1,’  have  to  decide  whether  to  push  on  with  the  ratification  of  the  deal  or  turn  to 
other  regional  powers,  such  as  China,  Japan,  or  Australia,  to  establish  the  regional 
economic  order  in  the  Asia-Pacific  through  other  trade  or  regional  economic 
initiatives.384  What  is  certain  is  Southeast  Asian  countries’  and  China’s  enthusiasm  to 
reach  a  conclusion  of  the  ASEAN-driven  RCEP  by  end  2017. 385  This  last  section 
discusses  the  varying  positions  of  Southeast  Asian  countries  examined  in  this  thesis  on 
the  U.S.  withdrawal  from  the  TPP. 

1.  Singapore 

As  a  key  proponent  of  free  trade  and  one  of  the  TPP  founders,  Singapore  is 
hugely  disappointed  that  the  United  States  withdrew  from  what  would  be  a  historic  trade 
deal.  If  the  deal  does  not  go  through  with  the  remaining  11  members,  Singapore  would 
not  stand  to  gain  from  an  increase  in  shipping  and  trade  financing  services  that  would 
accompany  the  implementation  of  the  TPP.386  Although  Singapore  would  not  be  one  of 
the  biggest  losers  from  the  U.S.  withdrawal  as  it  already  has  a  bilateral  FTA  with  the 

383  Shaun  Narine,  “The  End  of  the  TPP:  Symptoms  of  American  Decline  and  ASEAN’s  Response,” 
Institute  of  Southeast  Asian  Studies  Perspective  25  (April  19,  2017):  2. 

384  Narine,  “The  End  of  the  TPP,”  7; 

Sanchita  Basu  Das,  “The  Future  of  Trade  Diplomacy  in  East  Asia,”  Institute  of  Southeast  Asian  Studies 
Perspective  9  (February  14,  2017):  8. 

383  Das,  “The  Future  of  Trade  Diplomacy  in  East  Asia,”  8. 

386  “Alternative  Trade  Deal,”  Philippines  Daily  Inquirer ,  January  30,  2017, 
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United  States,  Singapore  Trade  Minister  Lim  Hng  Kiang  said  that  Singapore  would  miss 
out  on  benefits  that  are  above  and  beyond  the  current  benefits  reaped  from  existing 
bilateral  FTAs  with  nine  countries  in  the  TPP  trade  bloc.387  During  Singapore  Prime 
Minister  Lee’s  visit  to  Washington  in  August  2016,  he  had  also  pointed  out  that  leaving 
the  TPP  would  undermine  U.S.  leadership  in  Asia.388  Regardless,  Singapore  has 
encouraged  the  ratification  of  the  deal  by  the  remaining  TPP  member  countries.389 
Meanwhile,  Singapore  will  continue  advocating  free  trade  and  remain  engaged  in  other 
regional  economic  initiatives,  the  main  ones  being  RCEP  and  the  AEC.390 

2.  Vietnam 

Vietnam  shared  the  same  sentiments  as  Singapore  and  was  sorely  disappointed 
when  the  United  States  left  the  TPP.391  Although  Vietnam  initially  supported  continuing 
with  ‘TPP11,’  Vietnamese  Prime  Minister  Nguyen  Xuan  Phuc  was  not  as  keen  to  ratify 
the  deal  because  Vietnam  has  lost  potential  greater  access  to  the  U.S.  market.392  To  reap 
the  best  mutual  benefits,  Vietnam  will  consider  renegotiation  of  certain  TPP  provisions  to 
its  advantage,  such  as  improving  transparency  of  SOEs.393  With  the  absence  of  the 
United  States  in  the  TPP,  Vietnam  looks  to  forming  a  bilateral  FTA  with  the  that  country 
while  Vietnamese  companies  are  pursuing  bilateral  partnerships  with  American 
businesses,  such  as  a  deal  signed  between  Vietjet  Air  and  General  Electric  regarding  a 

387  U-Wen  Lee,  “TPP  without  US  a  Setback,  but  Impact  on  S’p°re  not  Significant:  Hng  Kiang,” 
Business  Times,  February  7,  2017,  http://www.businesstimes.com.sg/government-economy/tpp-without-us- 
a-setback-but-impact-on-spore-not-significant-hng -kiang. 
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purchase  of  20  jet  engines  made  by  a  General  Electric  affiliate  and  a  12-year  maintenance 
contract  for  a  past  order  of  215  jet  engines.394  Even  though  RCEP  does  not  provide 
enough  impetus  for  Vietnam  to  embark  on  its  domestic  economic  reforms  (stemming 
from  Vietnam’s  lack  of  a  transparency  or  intellectual  property  protection  framework), 
Vietnam  Prime  Minister  Phuc  has  committed  to  continue  economic  reform  that  would 
have  been  required  under  the  TPP.395 

3.  Malaysia 

Contrary  to  Singapore,  Malaysia  has  shown  less  interest  in  continuing  its 
membership  in  the  TPP  given  that  the  United  States  has  removed  itself  from  the  trade 
deal.396  According  to  MITI  Minister  Mustapa  Mohamed,  the  TPP  without  the  United 
States  has  made  the  trade  deal  less  appealing  to  Malaysia  as  the  country  would  lose  out 
from  gaining  better  access  to  the  U.S.  market.397  Given  the  Trump  administration’s 
preference  for  bilateral  trade  negotiations,  Malaysia  has  indicated  its  interest  in  securing  a 
bilateral  trade  agreement  with  the  United  States  since  Malaysia  is  currently  unable  to  reap 
the  benefits  that  would  have  come  with  the  U.S. -led  TPP.398  In  the  meantime,  Malaysia 
has  also  turned  its  attention  to  RCEP  as  a  more  viable  regional  economic  initiative,  as  it 
can  gain  access  to  huge  markets  such  as  China  and  India,  which  offers  a  larger  market 
size  than  ‘TPP11’.399 
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4. 


Indonesia 


After  the  U.S.  withdrawal  from  the  TPP,  Indonesia’s  position  on  this  trade  deal 
shifted  from  hesitance  to  a  loss  of  interest.400  Indonesian  Vice  President  Jusuf  Kalla 
stated  that  there  was  little  incentive  for  Indonesia  to  join  the  TPP  as  there  are  not  many 
benefits  for  the  country  to  reap  with  the  United  States  out  of  the  trade  bloc.401 
Furthermore,  the  existing  bilateral  and  multilateral  trading  agreements  that  Indonesia  has 
with  some  TPP  members  decreases  the  motivation  for  Indonesia  to  participate  in  the  TPP. 
Kalla  continues  to  push  for  the  RCEP  as  this  RTA,  as  compared  to  the  TPP,  is  led  by 
ASEAN.402  Indonesian  Trade  Minister  Enggartiasto  Lukita  echoed  Kalla’s  stance  on  the 
RCEP,  explaining  that  this  trade  deal  would  be  more  strategic  for  Indonesia  as  it  is 
expected  to  bring  greater  international  market  access  to  the  country  relative  to  joining  the 
TPP. 403 

5.  The  Philippines 

Similar  to  Indonesia,  the  Philippines  has  also  become  disinterested  in  joining  the 
TPP  after  the  United  States  announced  its  withdrawal  from  the  RTA,  as  it  would  not 
stand  to  benefit  from  increased  trade  with  that  country  via  the  TPP.404  It  has  now  shifted 
its  attention  to  the  RCEP,  which  Finance  Secretary  Carlos  Dominguez  has  said  he  would 
want  to  study  closer  as  the  Philippines  expects  to  gain  advantages  from  this  deal  through 
reduced  tariffs  and  non-tariff  barriers.405  Dominguez  added  that  the  focus  on  RCEP 
would  be  aligned  with  President  Duterte’s  foreign  policy  toward  regional  economic 
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integration  with  ASEAN  and  other  Asian  regional  powers  such  as  China,  Japan,  and 
South  Korea.406  For  developing  countries  like  the  Philippines,  it  would  gain  directly 
more  from  reduction  of  tariffs  instead  of  expending  resources  on  negotiating  and  abiding 
by  stricter  trade  and  investment  regulations.407 

6.  Thailand 

The  U.S.  withdrawal  from  the  TPP  has  little  impact  on  Thailand  as  the  country 
has  not  signed  on  to  this  trade  deal  because  Thailand  faces  difficulty  in  meeting  the  tough 
TPP  requirements,  especially  in  the  pharmaceutical  and  agriculture  industries.408  While 
the  general  U.S.  trade  policy  is  uncertain  at  this  point  in  time,  Commerce  Minister 
Apiradi  stated  that  Thailand  could  take  the  bilateral  route  and  pursue  trade  and 
investment  talks  with  the  United  States  through  the  Trade  and  Investment  Framework 
Agreement  and  the  Thailand-U.S.  Amity  Treaty.409  In  terms  of  regional  economic 
initiatives,  Thailand  will  more  likely  turn  to  ASEAN-led  ones  such  as  RCEP  and  China- 
led  ones  such  as  its  ‘One  Belt  One  Road’  initiative,  as  ASEAN  would  stand  to  benefit 
from  greater  goods  and  services  travel  when  China  develops  key  infrastructure  between 
China  and  Europe.410 

C.  LIKELIHOOD  OF  THE  TPP  BEING  REVIVED  WITHOUT  THE  UNITED 

STATES 

With  the  United  States  out  of  the  TPP,  Southeast  Asian  nations  currently  part  of 
TPP  such  as  Vietnam  and  Malaysia  have  fewer  incentives  to  ratify  the  deal  because  they 
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would  not  to  stand  to  benefit  as  much  with  the  loss  of  access  to  the  large  U.S.  market. 
Even  if  Vietnam  and  Malaysia  could  renegotiate  certain  provisions  in  TPP11  to  their 
advantage,  they  would  prefer  to  rely  on  the  bilateral  track  to  gain  access  to  the  U.S. 
market,  and  would  be  less  enthusiastic  about  reviving  the  TPP.  While  the  remaining  1 1 
countries  have  targeted  to  conclude  talks  on  an  alternative  TPP  arrangement  without  the 
United  States  by  November  this  year,  and  despite  key  countries  such  as  Japan,  Singapore, 
Australia  and  New  Zealand  wanting  to  push  ahead  with  the  TPP11,  the  likelihood  of  the 
TPP  revival  is  considerably  low  at  this  point,  or  at  least  the  rate  of  progress  of  TPP  talks 
would  be  slow,  given  that  the  other  member  nations  have  either  expressed  ambivalence  or 
remained  silent  on  the  issue.  These  countries  would  most  likely  turn  their  attention  to 
other  multilateral  trade  arrangements,  or  seek  bilateral  trade  pacts  directly  with  the 
United  States. 
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